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Praise for Never Go With Your Gut 


“One of the biggest traps business leaders fall into is when they believe they are 
right when in fact they are very wrong. No one reading this engaging and practical 
book can walk away believing they are immune to bias; anyone reading this book 
will now be armed with practical techniques to stop making the same mistakes over 
and over again.”—Sydney Finkelstein, PhD, professor of leadership at Dartmouth 
College; bestselling author, Superbosses and Why Smart Executives Fail-, and host of 
The Sydcast 

“Combining the author’s practical business experience as a management consultant 
with cutting-edge research in behavioral economics and cognitive neuroscience, this 
book provides strategies and techniques that any business leader will find help¬ 
ful.”—Brian P. Moran, bestselling author, The 12 Week Year 

“Becoming a great business leader—just like becoming a millionaire—doesn’t take 
genius, but it does take making wise decisions and avoiding bad ones. This book 
shows that our decision-making can be easily improved. It helps leaders notice 
when their emotions are driving them to make poor decisions, and provides clear 
and easy strategies to improve judgment calls, for individuals, and teams alike.” 

—William D. Danko, PhD, bestselling author, The Millionaire Next Door and 
Richer than a Millionaire; Professor Emeritus, School of Business, State University 
of New York at Albany 

“Because life doesn’t come with an undo button, all leaders should read Never Go 
With Your Gut." —Judy Robinett, bestselling author, How to be a Power Connector 
and Crack the Ftmding Code 

“This is a compelling and much needed book. Its sage advice could not be offered 
(or heeded) soon enough.”—Amy C. Edmondson, PhD, professor at Harvard Busi¬ 
ness School; bestselling author, The Fearless Organization and Teaming 

“The antidote for a hustle economy run by the seat of your pants, Dr. Tsipursky 
carves a rational path forward for business strategy based on data, insight, and prov¬ 
en best practices.”—Mark Schaefer, bestselling author, Marketing Rebellion and The 
Content Code; professor, Rutgers University 


“As an expert in how to truly build wealth and escape mainstream myths through 
the power of entrepreneurship, I can attest that this groundbreaking book is badly 
needed! If you want to succeed in the world of tomorrow, pick up a copy of this 
book today.”—MJ Demarco, CEO of Viperion Publishing Corp.; bestselling au¬ 
thor, The Millionaire Fastlane and Unscripted 

“As an experienced healthcare CEO, I have seen too many leaders make poor deci¬ 
sions by following their gut reactions. If you want to protect yourself and others in 
your organization from dangerous judgment errors, make sure to get this ground¬ 
breaking book!”—Randy Oostra, PhD, president and CEO, ProMedica Elealth 
System 

“Before you find yourself about to make another gut-based decision that will surely 
end badly you must take the time to read this book. It will save you from your¬ 
self!”—Leonard A. Schlesinger, PhD, vice chairman and COO Emeritus, Limited 
Brands, Baker Foundation; professor, Elarvard Business School; and bestselling 
author, Just Start 

“In a world here human knowledge is doubling every twelve hours, the temptation 
for seasoned leaders to sacrifice research for expedience and ‘go with their gut’ has 
never been greater and never been more at risk for failure. Gleb Tsipursky provides 
insightful descriptions of the source of these biases and outlines proven strategies 
and tactics for applying data-driven techniques to significantly improve the quality 
of our decisions.”—Steven Johnson, LLD, president and CEO, University of Pitts¬ 
burgh Medical Center Susquehanna 

“Business leaders can and should implement these practices so as to avoid the costly 
mistakes that often lead to disastrous outcomes for their enterprises.” 

—Michael A. Roberto, PhD, bestselling author, Unlocking Creativity and Know 
What You Don’t Know; and Trustee Professor of Management, Bryant University 

“How often do we talk ourselves into a decision because it feels good or it feels 
right, only to have remorse soon (or at some point) thereafter? Gleb’s book dives 
deep into the quagmire of cognitive biases that cloud our judgments and decisions, 
and then pulls us out and rescues us from those traps.”—Kirk Borne, PhD, 
principal data scientist and executive advisor, Booz Allen Hamilton 

“It doesn’t matter if you have been a business owner for decades or just recently 
become one. This book is an absolute MUST purchase.”—Michelle Jeralds, agency 
owner of Brightway Insurance, The Michelle Jeralds Agency 

“Gleb Tsipursky has engineered simple-to-apply concepts for achieving your 
goals.”—Michael LaRosa, CEO, LaRosa’s Family Pizzerias 


“I was compelled to read Gleb Tsipursky’s book, yet found myself fighting with 
his premise. What do you mean, don’t go with my gut? Then I kept reading and 
applied his eight-step model to some major choices in front of me. Next, I reflected 
on a few disasters that perhaps could have been avoided if I had this book earlier. 
With practical tips and takeaways, and research to support the methodology, this 
book will be on my recommendation list for the leaders whom I coach and train 
and added to my personal favorites.”—Barb Girson, CEO and founder of My Sales 
Tactics, TEC 

“It’s the oldest problem in the world. It’s even mentioned in the Book of Genesis. 
How do you keep the tools the Good Tord gave us from getting in our own way? 
Gleb has written a really interesting book here about how we might go about 
solving that.”—Hugh MacTeod, lead artist and cofounder, Gapingvoid ETC; 
bestselling author, Ignore Everybody 

“You can’t make a better decision than to read this gem of a book that provides you 
with a practical framework for making the right and effective decisions.”—Bala V. 
Sathyanarayanan, senior vice president and chief human resources officer, Greif Inc. 

“Never Go With Your Gut is an entertaining and highly practical guide to avoiding 
the pitfalls and biases that trip up even the most experienced leaders.”—Todd 
Henry, bestselling author, Die Empty and The Accidental Creative 

“I highly recommended it for all decision-makers, leaders, and those looking to 
become leaders.”—Carolina Thatcher, MPA, diversity and inclusion expert 

“Trust is your most valuable asset. Why leave it to the insatiability and impulsivity 
of your gut?”—Kurt Roemer, chief security strategist, Citrix Systems 

“For anyone who values themselves, their time, the work they offer to the world, 
and all the people whose lives they touch, I highly recommend reading, absorbing, 
and applying the truth in this book.”—Pat Tynch, CEO of Women’s Radio 

“This book provides a very insightful set of lenses to understand the errors and 
biases that creep into our decision-making in such situations.”—Jay Anand, PhD, 
academic director of the Ohio State Center for Innovation and Entrepreneurship 
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Foreword 


R ight from the front cove, this book challenges us. The very notion 
of Never Go with Your Gut seems anathema at a time when so 
many are telling us to do the exact opposite: “Trust your instincts,” 
“Go with your intuition,” and make decisions in a “blink,” or rely 
on “what you feel.” We are choosing leaders based on how they make 
us feel, rather than what they know and can do. Of course, under¬ 
standing our emotional reactions is valuable, and there may, in fact, 
be times when our instincts are on point and where quick decisions 
work out, but as Gleb Tsipursky has shown us in this valuable text, 
that is often just plain dumb luck, and more often can lead to chal¬ 
lenges, problems, or even disaster. 

Gleb has done an excellent job of helping us understand why 
“gut instincts” are severely limited as a way to make important life 
decisions. He breaks down our all-too-human thinking in a way that 
helps us understand that the very instincts we use are actually de¬ 
signed for another time in human evolution. It’s not that our auto¬ 
matic way of thinking is never valuable. As Daniel Kahneman has 
been known to say, when you are driving and the car in front of you 
stops short, and their tail lights come on, it’s not the time to go to 
your “intentional” brain and contemplate what the best thing to do 
is in the situation. That is a recipe for ending up in the back seat of 
the car in front of you. 

However, the challenge is that the most important of life’s deci¬ 
sions are best made with more thoughtful consideration of the situa¬ 
tion at hand, the options available, and the predictable outcomes of 
our decisions. All of us, of course, know this. We have all made the 
mistake of going with the quick decision, the one that “feels” right 
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only to find that dating that person, taking that job, making that 
investment, or voting for that person was probably not such a great 
idea. And how many times have we looked back only to see clearly 
in hindsight all of the clues that were right in front of us, shouting 
out what a bad idea it was.. .yet we did it anyway. 

The thing I like about Gleb’s work, and particularly the way he 
approaches it in this book, is that he demonstrates his own work in 
the way he shares it with us. This is not a book written by an au¬ 
thor who is just opining about his point of view. Gleb meticulously 
builds his case by thoughtfully sharing the psychology and cognitive 
neuroscience behind his premise. He helps us understand why we 
do what we do, how it impacts us, and how we can make better de¬ 
cisions in a way that has us not only moved to take action but also 
understand why it is so important that we do. 

Gleb gives great insight, from a scientific perspective, as to what 
causes us to make bad decisions, how our instincts may steer us 
wrong, and how to think in ways that are likely to create better 
results. He describes a pathway to making better decisions through 
understandable models that we can put to use every day, and even 
gives us exercises that cause us to develop a better understanding of 
why we do what we do, and how to do it better. 

Gleb Tsipursky has given us a handbook for good decision-mak¬ 
ing. He has written a fascinating book, drawn from a broad range 
of intellectual understanding and perspectives. More importantly, it 
is a practical book that will help any reader make better decisions, 
especially the important ones, and impact their lives, their relation¬ 
ships, and their businesses in a positive way, including financially. 

In a world in which we see leaders making terrible decisions, 
based on all of the wrong motivations, Gleb gives us hope that we 
can find a way to think carefully, choose wisely, and thrive because 
of it. 

I, for one, am glad he wrote it, and I hope that business leaders 
and politicians alike read it and take it to heart. It will make them 
better. It will make all of us better. 

—Howard J. Ross 
Author of Our Search for Belonging, 
Everyday Bias, and Reinventing Diversity 


Introduction 


T he biggest falsehood in business leadership and career advice 
may also be the most repeated: “Go with your gut.” Surely you 
hear this advice often, as well as some variations, such as, “Trust 
your instincts,” “Be authentic,” “Listen to your heart,” or “Follow 
your intuition.” 

I’m deeply frustrated, saddened, and angered when I see highly 
profitable companies, top-notch careers, and great business rela¬ 
tionships devastated because someone bought into the toxic advice 
of going with their gut. Someone returning home from a guru’s 
seminar and starting to behave like their “authentic self” shoots 
themselves—and their business—in the foot. Our authentic selves 
are adapted for the ancient savanna, not the modern business world. 
Following your intuition in today’s professional environment can 
lead to terrible decisions. For the sake of our bottom lines, we need 
to avoid following our primitive instincts, and instead, be civilized 
about how we address the inherently flawed nature of our minds. 

In your company, what percent of projects suffer from cost over¬ 
runs? When was the last time a leader resisted necessary changes? 
How often are people on your team overconfident about the quali¬ 
ty of their decisions? What proportion of workplace plans overem¬ 
phasize smaller short-term gains over larger long-term ones? How 
frequently are people reluctant to discuss potentially serious issues? 
All of these problems, and many others, come from following our 
gut reactions. You can see a longer list of issues and evaluate their 
impact on your workplace in the assessment in Chapter 7. 

If repeated frequently enough, these mistakes can and do result 
in disasters for successful companies and bring down high-flying 
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careers, especially when they face smart competitors who educate 
themselves on and avoid such problems. By contrast, if you are the 
one to learn about and defend yourself from these errors, you can 
take advantage of rivals who go with their guts and make devastat¬ 
ing mistakes, which enables you to gain a serious competitive edge. 

Tragically, current business strategic assessments meant to 
address the weaknesses of human nature through structures and 
planning are deeply flawed. The most popular of them, SWOT, 
has a group of business leaders figure out the strengths, weakness¬ 
es, opportunities, and threats facing their businesses. However, 
SWOT assessments usually fail to account for the dangerous judg¬ 
ment errors we make due to how our brain is wired—mistakes 
that are often exponentially increased in group settings. SWOT 
and similar strategic assessments give a false sense of comfort and 
security to business leaders who use them; these comforting tech¬ 
niques result in appalling oversights that ruin profitable businesses. 

Surprisingly, sports have pulled ahead of the vast majority of 
business in recognizing the value of avoiding gut reactions, as popu¬ 
larized by the 2011 him Moneyball. The movie chronicles the 2002 
season of the Oakland Athletics baseball team, which had a very lim¬ 
ited budget for players that year. The general manager, Billy Beane, 
adopted a very unorthodox approach of relying on quantitative data 
and statistics to choose players: He used his head rather than the 
traditional method of trusting the team scouts’ intuitions and gut 
reactions. By hiring players who were undervalued by other teams 
that used old-school evaluation methods, the Oakland Athletics won 
a record-breaking twenty games in a row. Other teams have since 
adopted the same approach, and statistics now dominate over gut 
reactions in decision-making regarding players as well as what plays 
to make. Reliance on quantitative data has grown in popularity for 
other sports as well. For example, punting in football is decreasing 
because of evidence-based approaches that show punting is a bad idea 
statistically, despite gut reactions that suggest punting works well. 

What if you could introduce a similar revolutionary innovation 
in your business that rewards you with record-breaking growth 
twenty quarters in a row? You will hit a home run when you go 
with your head and avoid your gut. 
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If our intuitions are such a bad match for the modern world, 
why is the advice to “go with your gut” so widespread? Because trust¬ 
ing our instincts feels comfortable. We tend to choose what’s com¬ 
fortable rather than what’s true or good for us, even in the face of 
very strong evidence suggesting otherwise. 

“Go with your gut” is the business advice equivalent of the choc¬ 
olate caramel brownie with mint chocolate chip ice cream dessert. 
It contains more calories in a single serving than we should eat in 
a whole day, but our gut tells us to go with the brownie instead of 
the fruit platter. Too often, we choose a dessert that we later regret 
(myself included). 

In the ancient savanna, it was critical for humans to eat as 
much sugar as possible to survive. In the modern environment, 
our gut reactions still pull us to do so, despite the harm caused 
by eating too many brownies. Simply knowing the drawbacks is 
insufficient protection. I’ll admit that cheesecake is my Achil¬ 
les’ heel, although I’ve gotten much better at making wiser de¬ 
cisions—in my eating, business, and other life areas—using the 
strategies described in this book. 

Making a business decision based on gut reactions comes from 
the same impulse as eating brownies instead of fruit, even though the 
business decision might have more devastating consequences. How¬ 
ever, unlike the extensive research-based public messages regarding 
our health, we have only recently started to discover and popular¬ 
ize research about how to manage our intuitions around business 
decision-making to ensure the health of our businesses and careers. 

You might convince yourself that you’ve made a lot of good deci¬ 
sions when you follow your gut. Unfortunately, the term gut reaction 
is used broadly in business contexts to refer to all sorts of internal 
impulses. This excessively fuzzy concept spans both very useful and 
trustworthy habits you developed for making quality decisions on 
the job as well as dangerous intuitions and instincts from our ances¬ 
tors. As a leader, you might have learned counterintuitive behaviors 
to delegate tasks effectively and avoid micromanaging, or how to 
glance quickly at a department’s profit and loss statement and recog¬ 
nize what needs to be addressed, or hear a sales pitch and immedi¬ 
ately evaluate whether it’s a good fit for your needs. 
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Your decisions might be quick, intuitive, and accurate, and it 
might feel like you’re going with your gut. However, remember 
that these are acquired skills for which you had to learn to do the 
right thing rather than trust your instincts, just like you learned to 
drive a car and can now do so automatically. 

Our minds can’t tell the difference between our natural, prim¬ 
itive, and often dangerous instincts and our learned, civilized, and 
effective decision-making impulses. It can feel just as intuitive and 
comfortable to grab another brownie as to decide which sales pitch 
to consider and which to ignore. That’s why business leaders should 
never trust their instincts and intuitions or go with their gut. In¬ 
stead, you should evaluate to see if this internal impulse comes from 
a place of extensive experience from which you learned to make cor¬ 
rect decisions; if so, trust that instinct. If it comes from elsewhere, 
such as, “This just doesn’t feel right” or “This just feels right,” the 
gut reaction might be one of the many dangerous judgment er¬ 
rors we all make as human beings. Verify whether this gut reaction 
points to a business threat or opportunity, instead of going with 
your heart and following your instincts on a business decision. 

Studies from behavioral economics, psychology, cognitive neu¬ 
roscience, and related fields reveal the many types of dangerous 
judgment errors—what scholars term cognitive biases —that we 
make in business and other areas. More importantly, the last few 
years have witnessed cutting-edge findings in debiasing —the prac¬ 
tice of reducing or eliminating cognitive biases—that provide us 
with many new techniques to address dangerous judgment errors 
in our professional lives. 

Unfortunately, popularizing this research is very difficult, at 
least in business contexts. Unscrupulous actors in the food indus¬ 
try are feeding us as many empty calories as they can for the sake 
of profit, despite the tragic consequences to our health and re¬ 
search showing the dangers of eating such unhealthy food. Simi¬ 
larly, powerful business gurus have built their careers by claiming 
that we should follow our guts regardless of the catastrophic con¬ 
sequences for our profits. Fearing for their livelihoods, they rail 
against hard-nosed, research-based business advice about distrust¬ 
ing our intuitions. 
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I hope you would fire your personal trainer if they told you to 
eat caramel brownies instead of fruit. Unfortunately, no business 
consultant, coach, speaker, author, or other expert is afraid of being 
fired for telling you to follow your gut. 

The opposition of prominent business gurus to this paradigm 
shift is a major reason why this is the first book to focus on cogni¬ 
tive biases in business leadership and how we can fight these cog¬ 
nitive biases effectively. Don’t believe me? Google it, and you’ll see 
that although there are plenty of books on cognitive biases, none of 
them offer a book-length deep dive on understanding and solving 
the problems they cause for our businesses and careers. 

I’ve lost count of business book publishers who told me that 
they like my writing style and find the mounds of research con¬ 
vincing, but would not publish this book. They claim they want to 
avoid books that directly contradict the popular business authors 
they work with for whom “follow your gut” is a central message. 
Other writers who follow a research-based approach to gut reactions 
experience similar challenges. 

I self-published several books, most notably the bestselling The 
Truth-Seeker’s Handbook (available on Amazon), which focuses on 
evaluating reality clearly in different areas of our lives, business and 
otherwise, to arrive at the best decisions. However, self-published 
books don’t have major reach and don’t offer much credibility. I’m 
deeply grateful that Career Press decided to take a risk and publish 
this book, despite the strong headwinds. 

You should read this book if you’re an executive in a Fortune 
500 company, a small business owner, or a nonprofit executive di¬ 
rector who wants to lead your organization safely and securely into 
the increasingly disrupted future and avoid the trip wires that will 
cause your competitors to stumble. You should read this book if 
you’re an HR leader or midlevel manager in a large or midsize busi¬ 
ness that wants to improve internal processes, improve employee 
engagement, reduce unhelpful team conflicts, improve teamwork, 
and cultivate a flourishing internal culture in your organization, 
team, or unit. You should read this book if you’re a future leader 
and want to guide your supervisors to make the best decisions for 
your organization. You should read this book if you’re a professional 
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who wants to avoid disastrous judgment errors in managing your 
present and future career. 

If you know any such folks, give them a copy of this book; it will 
be the best gift you can give them in regard to their businesses and 
careers. Given they read it and apply these strategies, it will mark a 
paradigm shift in their professional lives. You should especially give 
it to them if they believe they are immune to dangerous judgment 
errors. That belief is one of the most dangerous cognitive biases, 
called the bias blind spot, which tends to impact successful people 
the most. 1 As the Bible says in Proverbs 16:18, “Pride goeth before 
destruction, and a haughty spirit before a fall.” 


About Me 

My deep passion about this topic, as well as a streak of determina¬ 
tion (some might say stubbornness), makes me willing to be a mav¬ 
erick and take on entrenched interests in pushing for a counterintui¬ 
tive, research-based, data-driven paradigm shift to improve business 
health. This passion is personal. 

As a kid, my dad told me with utmost conviction and absolutely 
no reservation to “go with your gut.” I ended up making some really 
bad decisions in my professional activities, which included wasting 
several years of my life pursuing a medical career. I also watched 
him follow his gut and make some terrible choices that harmed my 
family, such as hiding some of his salary from my mom for several 
years. After she discovered this and several other financial secrets he 
kept, her trust was broken, which was a major factors that led to 
their prolonged separation; fortunately, they eventually reconciled, 
but the lack of trust could never be fully repaired. 

My conviction that the omnipresent advice to “follow your gut” 
was hollow grew stronger as I came of age around the turn of the 
millennium during the dotcom boom and bust, and the fraudu¬ 
lent accounting scandals. Seeing prominent business leaders blow 
through hundreds of millions in online-based businesses without 
effective revenue streams (Webvan, Boo.com, Pets.com ) was sobering, 
especially as I witnessed the hype that convinced investors to follow 


Introduction 


11 


their intuitions and put money into dotcoms. At the same time, I 
learned about how the top executives of Enron, Tyco, and World¬ 
Com used illegal accounting practices to scam investors. Since it was 
inevitable that their crimes would be discovered and eventually lead 
to ruined reputations and long jail sentences, the best explanation 
for their irrational behavior came from their willingness to follow 
their guts. 

Later, I read with sadness (but no surprise) in Paul Carroll and 
Chunka Mui’s Billion Dollar Lessons that, in 46 percent of the 423 
American companies with assets totaling more than $500 million 
that filed for bankruptcy between 1981 and 2007, the causes of 
bankruptcy could have been avoided if the leaders had made wis¬ 
er strategy judgments (read: where the leaders did not follow their 
guts). 2 In many of the remaining 53 percent, better decisions would 
have substantially reduced the problems and likely prevented bank¬ 
ruptcy. Poor strategic leadership decision-making is responsible for 
such disasters, yet neither these leaders nor their followers received 
professional development in making decisions, despite the abun¬ 
dance of evidence that it’s easy to improve one’s judgment skills. 

It was especially depressing for me to read the accounts of em¬ 
ployees, stockholders, and communities devastated by the bankrupt¬ 
cies, especially in cases such as Enron, where the corporate leaders 
encouraged their employees to buy stocks while the leaders them¬ 
selves were selling as the company danced on the brink of disaster. 
On a smaller but much more widespread scale, according to the US 
Small Business Administration, about half of all small businesses fail 
within the first five years. 3 The decisions made by their owners ex¬ 
plain much of why they failed. 

As someone with an ethical code of utilitarianism—desiring the 
most good for the largest number—I felt a calling to reduce suffer¬ 
ing and improve well-being through helping business leaders and 
professionals avoid dangerous judgment errors. Therefore, while I 
pursued a doctorate that focused on decision-making in historical 
settings at the University of North Carolina at Chapel Hill, and 
later taught as a tenure-track professor in Ohio State University’s 
Decision Sciences Collaborative and History Department, I also 
started to popularize these topics outside of academia. Eventu- 
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ally, I shifted away from academia to devote my full-time efforts 
to consulting, coaching, speaking, and writing as the CEO of the 
boutique consulting and training firm Disaster Avoidance Experts 
(www.DisasterAvoidanceExperts.com). Our clients range from mid¬ 
size businesses and nonprofits to Fortune 500 companies such as 
Aflac, Fifth Third Bank, Honda, IBM, and Nationwide Insurance. 
With this book, you can get an in-depth look into the methods and 
techniques for which such clients paid five and six figures. 

My paradigm-shifting content was featured in more than 400 
articles I wrote and more than 350 interviews I gave to popular ven¬ 
ues that include Fast Company, CBS News, Time, Scientific American, 
Psychology Today, The Conversation, Business Insider, Government Ex¬ 
ecutive, Inc. Magazine , and CNBC. You might have learned about 
this book from one of them. If you liked the style of one or more of 
those mainstream venues, you will like the engaging and absorbing 
style of this book. 

Moreover, there are three things that I can promise you about 
the book’s content. These three commitments are based on more 
than two decades of my work in consulting, coaching, and speaking, 
while conducting my own research as well as reading studies by oth¬ 
ers on how to avoid dangerous judgment errors. 

First, if you read thoroughly, do the exercises, and apply the strat¬ 
egies to your organization, you can feel secure that you will avoid a 
host of potential disasters, and you will be empowered to seize unex¬ 
pected opportunities. This puts you head and shoulders above your 
competitors and will maximize your bottom line. Second, you will 
be truly confident and sleep soundly knowing that you will exceed 
expectations for everyone around you because you won’t fall into 
cognitive biases. Third, you will experience a decrease in stress and 
anxiety during your workday because you substantially improved 
your relationships with coworkers and other business collaborators. 

If you are in a leadership position, and/or in a position to in¬ 
fluence your organization’s professional development and train¬ 
ing policies, you get the additional benefit of greatly improving 
your team and organization when you bring them this knowl¬ 
edge. Discounts are available on bulk orders of the book (contact 
Infio@DisasterAvoidanceExperts.com ), and the exercises in the book 
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are excellent for group-based professional development. Likewise, 
you can use this information to inform and improve your organi¬ 
zation’s business system and internal processes, subtly shaping the 
decision-making structure to minimize dangerous judgment errors. 

What you will not find in this book is unethical strategies, such 
as how to most effectively exploit your employees or manipulate 
your customers. Sure, behavioral economics research can be used 
for these unethical purposes, and unfortunately some scholar-prac¬ 
titioners (whom I won’t name) sell expertise on how to do so. My 
sense of ethics around preventing suffering and improving well¬ 
being and my commitment to integrity does not permit me to offer 
such advice, and you won’t find any in this book or other offerings 
from Disaster Avoidance Experts. 


Eight-Step Decision-Making Model 

It is tragic that business leaders consider making the best decisions 
as the key hallmark of business success, yet they treat the process of 
decision-making as something intuitive and almost magical, to be 
acquired only by hard-earned experience or possessed by a select few 
genius CEOs who deserve a top-notch pay package. The reality is 
that a first-rate decision-making process is teachable and learnable, 
and it boils down to an eight-step model for any significant decision. 
Unfortunately, the leaders of small, midsize, and large businesses 
and nonprofits often skip critical steps of the model, leading them 
to the fate of the bankrupt companies discussed by Carroll and Mui. 

1. Identify the need for a decision to be made. 

Such recognition bears particular weight when there’s no explicit 
crisis that cries out for a decision or when your intuition make it un¬ 
comfortable to acknowledge the need for a tough decision. The best 
decision-makers take initiative to recognize the need for decisions 
before they become an emergency, and they don’t let gut reactions 
cloud their decision-making capacity. 
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2. Gather relevant information from a variety of 

INFORMED PERSPECTIVES ON THE ISSUE AT HAND. 

Value especially those opinions with which you disagree, because 
they empower you to distance yourself from the comfortable reli¬ 
ance on your gut instincts and help you recognize potential bias 
blind spots. 

3. Decide on the goals you want to reach, and 

PAINT A CLEAR VISION OF THE DESIRED OUTCOME. 

Use the data from step two to accomplish this step. It is particu¬ 
larly important to recognize when a seemingly one-time decision 
is a symptom of an underlying issue with processes and practices. 
Address these root problems as part of the outcome you want to 
achieve. 

4. Develop clear decision-making 

CRITERIA TO EVALUATE OPTIONS. 

These criteria will show you how to get to your vision. 

5. Generate viable options that can achieve your goals. 

We frequently fall into the trap of generating insufficient options to 
make the best decisions, especially for solving underlying challenges, 
so it’s important to generate more options than seems intuitive to 
us. Also remember that this is a brainstorming step, so don’t judge 
options, even though they might seem outlandish or politically un¬ 
acceptable. In my experience, the optimal choice often involves ele¬ 
ments drawn from out-of-the-box and innovative options. 

6. Weigh these options and pick the best of the bunch. 

Mix and match parts of different options as seems best suited to the 
situation at hand. When weighing options, beware of going with 
your initial preferences, and try to see your preferred choice in a 
harsh light. Moreover, separate the option from the person who pre¬ 
sented the option to minimize the impact of personalities, relation¬ 
ships, and internal politics on the decision. 


Introduction 


15 


7. Implement the option you chose. 

Before and during the process of implementation, consider how 
your decision can go wrong and guard against these failures. Most 
importantly, ensure clear accountability and communication around 
the decision’s enactment. 

8. Evaluate the implementation process and revise as needed. 

Note that you’ll often go back and forth among these steps. 
Doing so is an inherent part of making a significant decision, and 
it does not indicate a problem in your process. For example, say 
you’re at the option-generation stage, and you discover relevant new 
information. You might need to go back and revise the goals and 
criteria stages. 

Unfortunately, dangerous judgment errors at any stage can cause 
disasters for businesses and careers. If we flinch away from unpleas¬ 
ant information—a typical problem in the business settings dis¬ 
cussed in this book—we may not sense that a decision needs to be 
made. We’ll wind up like Kodak, whose leadership ignored very clear 
evidence that digital cameras were gaining ground in the 1990s but 
chose to remain aboard the sinking ship of photographic film, result¬ 
ing in its 2012 bankruptcy. Perhaps we’ll make the all-too-common 
mistake of failing to generate sufficient options. This error happens 
in situations where CEOs are fired a short time after being hired, 
which is good evidence that the board of directors failed to consider 
a strong enough slate of candidates. John Flannery served as CEO of 
General Electric for just over a year, from August 2017 to October 
2018, before being ousted. Maybe we’ll fail to weigh options wisely 
and make a bad mistake, such as when Time Warner merged with a 
greatly overvalued AOL in 2000 for $165 billion, the largest merger 
in history at that time. When the dotcom bubble burst shortly after 
the merger, it decreased AOL stock from a valuation of $226 billion 
down to about $20 billion. 

This book focuses, not only on the cognitive biases that can de¬ 
rail us at any stage of the decision-making process, but also on how 
we can resolve these issues. If you’re in a crunch time right now and 
lack the time needed to read the whole book before making import- 
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ant decisions, then read the latter part of Chapter 1, which offers a 
series of applicable techniques. If you don’t have time for that, and 
need a super-quick tactic right now, here’s something you can use 
immediately: five questions you should ask about any decision to 
minimize dangerous judgment errors and maximize the likelihood 
of making the best decision and implementing it well. You should 
also think about these questions as you go through the eight-step 
decision-making model outlined on pages 13-15. 


Five Questions to Avoid Decision Disasters 

1. What important information didn’t I yet fully consider? 

A common danger involves looking only for evidence that supports 
your preferred option, so look twice as hard for evidence that goes 
against it. Another aspect of important information means generat¬ 
ing sufficient options to find the best option, as opposed to taking 
a mental shortcut by settling on the first attractive option. Find at 
least five highly attractive options to help you make a wise choice. At 
the same time, you want to avoid gathering too much information 
and getting stuck in what’s known as “analysis paralysis.” Focus on 
gathering only truly important information. Ideally, you should take 
time to consider what kind of information is truly important before 
making the decision, so that you don’t have to make that determina¬ 
tion in the heat of the moment during the decision-making process. 

2. What relevant dangerous judgment 
ERRORS didn’t I YET ADDRESS? 

There are many different kinds of cognitive biases, some more rele¬ 
vant than others to specific kinds of decisions. This book will guide 
you to understand the most significant ones for business settings; for 
a very quick and rough overview, check out the assessment in Chap¬ 
ter 7, specifically the section that discusses the biases that commonly 
harm businesses. 
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3. What would a trusted and objective adviser suggest I do? 

I hope you have mentors, coaches, consultants, and other experts 
to whom you can turn to help you make a good decision. Decisions 
that we make by ourselves or in small groups with a powerful lead¬ 
er lead businesses and careers into the dust. By now, you know to 
beware of advisers who tell you to trust your instincts, follow your 
intuition, and be authentic. If you don’t have anyone to ask, try to 
imagine what a trusted and objective adviser might tell you; doing so 
can have a positive impact on your decision-making outcomes and 
lead you to recognize some biased mental patterns. 

4. HOW HAVE I ADDRESSED THE WAYS IT COULD FAIL? 

This question is a transition from the decision-making stage re¬ 
garding which option to choose into implementing that option to 
achieve your goals. Indeed, if you chose the best available option but 
dropped the ball on implementation, you’re not going to reach your 
goals. This question helps to ensure you will achieve your envisioned 
outcome. Although you’re mostly settled on your choice, and you’re 
thinking about the challenge of what happens when the rubber hits 
the road, be ready to rethink the option if you discover truly mo¬ 
mentous obstacles in enactment. Sometimes, as you evaluate how 
you’re going to implement it, the option that appears best on your 
initial decision-making criteria doesn’t work, and then it’s time to go 
back and revisit earlier stages with this new information. 

5. What new information would cause 

ME TO REVISIT THE DECISION? 

I’ve seen business leaders weighed down by bitter attacks of self¬ 
doubt about a decision they made. I’ve also observed teams of execu¬ 
tives fight after a decision is made, with those who preferred a differ¬ 
ent option criticizing any sign that the chosen option has problems, 
even ones anticipated from the beginning. To avoid these scenarios, 
and to provide you and your team with the ability to focus your 
full attention and energy on implementation, you need to avoid 
reconsidering the decision whenever any potentially relevant data 
pops up. Take time to evaluate what new information—including 
quality and quantity—would cause you to revisit the decision. For 
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instance, you can set a financial trigger ($30 million in sales), a sur¬ 
vey trigger (15 percent increase in customer satisfaction), a prospect 
trigger (thirty new prospect meetings within the next six months), 
or a combination of any of these as a means of evaluating whether 
it’s time to revisit the decision. In short, answering this question in 
advance will help you down the road. 

Although you would benefit from using these five questions for 
any decision, reading the rest of the book will provide you with the 
true in-depth immersion to avoid dangerous judgment errors that 
have previously been available only to my consulting, coaching, and 
speaking clients. Chapter 1 provides a broad overview of the latest 
research on how we think and feel in business settings, and the spe¬ 
cific techniques we can use to address dangerous judgment errors. 
The subsequent five chapters go through the thirty or so cognitive 
biases that hold the most threat for business decision-making and 
offer concrete solutions for each of these problems. The final chap¬ 
ter provides an assessment tool to evaluate yourself and your team, 
which enables you to adapt the information in the book to your own 
business context and take the necessary steps to address any prob¬ 
lems you may discover. 

Throughout, the hard science that backs up the dangerous judg¬ 
ment errors is made relevant to business settings mainly through 
stories of my consulting, coaching, and speaking clients, as well as 
famous business case studies from the United States and around the 
globe. I focus on stories from my clients (without naming specific 
names or organizations) because I know intimately the kind of chal¬ 
lenges that they experienced and how they resolved them, or failed 
to do so. I also share several stories of my own failures and successes 
in addressing dangerous judgment errors. Hey, no one is perfect, and 
I never claimed to be. Many more materials relevant to the book, 
such as worksheets, manuals, and a digital version of the assessment, 
can be found at www.DisasterAvoidanceExperts.com/NeverGut and 
you can sign up at www.DisasterAvoidanceExperts.com/Newsletter to 
receive additional resources on this topic. 

It is my fervent hope that you can learn from the experienc¬ 
es and research presented here to reduce suffering and improve 
well-being for yourself, your employees, your investors, and your 
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communities through protecting and maximizing your bottom 
line. I’m eager to hear about your experiences. Please write me at 
Gleb@DisasterAvoidanceExperts.com. Now, take the next steps to 
making the best decisions for your business and career by diving into 
the book! 



Chapter 1 


The Gut or the Head? 


Chapter Key Benefits 


O Identify the systematic and predictable situations 
in which we are most likely to make bad 
business decisions by understanding how our 
brain is wired. 

O Learn the principles and broad strategy behind 
effective tactical techniques to prevent poor 
decisions. 

Discover twelve cutting-edge tactical techniques 
used by pioneering business leaders to address 
dangerous judgment errors in their everyday 
business environment. 
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M any pundits heap praise on those leaders who make quick gut 
decisions about the direction of their company, about whether 
to launch a new product, or about which candidate to hire. Sadly, 
going with our gut frequently leads to devastating results for our 
professional lives, as I saw in news headlines that were relevant as I 
finished up this book. 

In May 2017, hackers stole the credit information of more than 
148 million people from the consumer credit reporting company 
Equifax. The data breach exploited a security flaw that the compa¬ 
ny should have known it needed to fix. It was called “entirely pre¬ 
ventable” by a December 2018 Congressional Report by the House 
Oversight Committee. 1 Even worse, the Equifax C-suite decided to 
cover up the incident for several months. The disastrous decision to 
conduct a cover-up—inevitably discovered later—gravely damaged 
Equifax’s reputation, caused a large and lasting drop in the compa¬ 
ny’s stock, and led to the CEO and a number of other top executives 
being forced out due to incompetence. 

John Schnatter, the founder of Papa John’s, sued the company 
after it forced him out for using a racial epithet. When he testified 
against the company during a court hearing on October 1, 2018, he 
described a “gut feeling” that the board of directors sought actively 
to push him out and accused the board of breaching its fiduciary 
duties. 2 This was terrible PR for the company, which brings down its 
stock and sales, and it hurts Schnatter as well because he holds a 30 
percent stake in the company. 

What about Elon Musk’s infamous tweet on August 7, 2018, 
when he said he was considering taking Tesla private and has fund¬ 
ing secured for a buyout per share at $420 (a code for marijuana)? 
The tweet led to an SEC investigation and settlement. Musk gave up 
his role as chair of the board while remaining CEO; Musk and Tesla 
each paid $20 million in fines, and Tesla appointed more indepen¬ 
dent directors to the board. 3 Tesla’s stock fell dramatically during 
this incident. 

Make no mistake: each of the example cases exemplify value-de¬ 
stroying decisions that hurt shareholders because top corporate lead¬ 
ers followed their gut. By the time you hold this book in your hands, 
I’m confident more breaking headlines will illustrate the foolishness 
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of corporate leaders going with their intuitions instead of evaluating 
reality to make wise decisions. 

These examples of top leaders at prominent companies are not 
isolated incidences: a four-year study by LeadersbipIQ.com inter¬ 
viewed 1,087 board members from 286 organizations that forced 
out their chief executive officers. It found that more than 20 percent 
of CEOs got fired for denying reality, meaning they refused to rec¬ 
ognize negative facts about the organization’s performance. 4 Other 
research shows that professionals at all levels suffer from the tenden¬ 
cy to deny uncomfortable facts in business settings. 5 

The scope of this problem became crystal clear to me in graduate 
school when I started to study the kind of errors human beings make 
when we trust our gut. At the time, I was doing some teaching as 
a graduate student. At the end of my first semester of teaching, my 
supervisor called me into his office and gave me some constructive 
criticism about my performance. 

He was somewhat rough and forceful in his delivery of the crit¬ 
icism. Perhaps he didn’t need to say “lily-livered coward” when he 
described what he perceived as the excessively high scores I gave my 
students. Naturally, I felt very grateful for his advice and thanked 
him immediately and profusely . . . NOT! 

What I really wanted to do was deny his criticism: shout back at 
him, tell him he was wrong, and say that his grading system sucked. 
That’s what my gut was telling me to do. My face turned bright red 
and I clenched my fists, as my gut was also telling me to pop him one. 

It took everything I had to restrain myself, dial down my emo¬ 
tions, and stop from yelling back or doing something worse. I 
wouldn’t have had much of a career in academia—or anywhere—if 
I couldn’t do it. Through a haze of red, I told him I’d do what he 
wanted with the grading system, and slunk out of his office with a 
scowl on my face and my fists clenching and unclenching. I ended 
up changing my grading style to suit his preferences. He was my 
boss, after all, and I wanted the teaching gig. 

What did you do when you received constructive criticism—well 
delivered or rough—from your boss, your customer, your colleague, 
or your coach? What did your gut tell you to do in that moment? 
Did it tell you to be aggressive and shout back? Perhaps it told you 
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to hunker down and disengage. Maybe it pushed you to put your 
fingers in your ears and sing, “La-la-la, I can’t hear you!” 

Behavioral scientists call these three types of responses the 
fight-flight-freeze response. You might have heard about it as the 
saber-toothed tiger response, which means the system our brain 
evolved to deal with threats in our ancestral savanna environment. 
This response stems from the older parts of our brain, such as the 
amygdala, which developed early in our evolutionary process. 


I Feel, Therefore I Am 

Fight-flight-freeze forms a central part of one of the two systems of 
thinking that (roughly speaking) determine our mental processes. 
It’s not the old Freudian model of the id, the ego, and the super-ego, 
which has been phased out by new research on the topic. 6 One of the 
main scholars in this field is Daniel Kahneman, who won the Nobel 
Prize for his research on behavioral economics. He calls the two sys¬ 
tems of thinking System 1 and System 2, but I think autopilot system 
and intentional system describe these systems more clearly. 7 

The autopilot system corresponds to our emotions and intu¬ 
itions; that’s where we get the fight-flight-freeze response. This 
system guides our daily habits, helps us make snap decisions, and 
reacts instantly to dangerous life-and-death situations. Although it 
helped our survival in the past, the fight-flight-freeze response is 
not a great fit for many aspects of modern life. We have many small 
stresses that are not life threatening, but the autopilot system treats 
them as saber-toothed tigers. Doing so produces an unnecessarily 
stressful everyday life experience that undermines our mental and 
physical well-being. 

Moreover, the snap judgments that result from intuitions and 
emotions usually feel “true” because they are fast and powerful, and 
we feel comfortable when we go with them. The decisions that arise 
from our gut reactions are often right, especially in situations that 
resemble the ancient savanna. Unfortunately, our modern business 
environments don’t have much in common with the savanna, and 
with the increase in technological disruption—ranging from telecon- 
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ferences to social media—the office of the future will look even less 
like our ancestral environment. The autopilot system will therefore 
lead us astray more and more, in systematic and predictable ways. 

The intentional system reflects rational thinking and centers 
around the prefrontal cortex, the part of the brain that evolved more 
recently. According to research, it developed as humans started to 
live within larger social groups. 8 This thinking system helps us han¬ 
dle more complex mental activities, such as managing individual 
and group relationships, logical reasoning, abstract thinking, evalu¬ 
ating probabilities, and learning new information, skills, and habits. 

Whereas the automatic system requires no conscious effort to 
function, the intentional system is mentally tiring and requires a de¬ 
liberate effort to turn on. With enough motivation and appropriate 
training, the intentional system can turn on in situations where the 
autopilot system makes systematic and predictable errors. 

The following is a quick visual comparison of the two systems: 


Autopilot System 


'"*■ Fast, intuitive, 
emotional self 
""*■ Requires no effort 
""*■ Automatic thinking, 
feeling, and behavior 
habits 

""*• Mostly makes good 
decisions, but is prone 
to some predictable and 
systematic errors 


Intentional System 


""*■ Conscious, reasoning, 
mindful self 

Takes intentional effort to 
turn on and drains mental 
energy 

Used mainly when we learn 
new information and use 
reason and logic 
Can be trained to turn on 
when it detects the autopilot 
system making errors 
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We tend to think of ourselves as rational thinkers when we use 
the intentional system. Unfortunately, that’s not the case. 

Scholars of this topic, such as Chip and Dan Health, compare 
the autopilot system to an elephant. It’s by far the more powerful 
and predominant of the two systems because our emotions can often 
overwhelm our rationality. Moreover, our intuition and habits dom¬ 
inate the majority of our life; we’re usually in autopilot mode. That’s 
not a bad thing, as it would be mentally exhausting to think through 
every action and decision. 

The intentional system is like the elephant’s rider. It can guide 
the elephant to go in a direction that matches our goals. Certainly, 
the elephant part of the brain is huge and unwieldy, slow to turn 
and change, and stampedes at threats. But we can train the elephant. 
Your rider can become an elephant whisperer. Over time, you can 
use the intentional system to change your automatic thinking, feel¬ 
ing, and behavior patterns to avoid dangerous judgment errors. 

It’s crucial to recognize that these two systems of thinking are 
counterintuitive. They don’t align with our conscious self-perception. 
Our mind feels like a cohesive whole. Unfortunately, this self-per¬ 
ception is simply a comfortable myth that helps us make it through 
the day. There is no actual “there”; our sense of self is a construct that 
results from multiple complex mental processes within the autopilot 
and intentional systems. 

It will take a bit of time to incorporate this realization into your 
mental model of yourself and others—in other words, how you per¬ 
ceive your mind to work. The bottom line is that you’re not who you 
think you are. The conscious, self-reflective part of you is like a little 
rider on top of that huge elephant of emotions and intuitions. 

Do you want to see what the tension between the autopilot sys¬ 
tem and the intentional system feels like in real life? Think back to 
the last time your supervisor, client, or investor gave you construc¬ 
tive critical feedback. How easy was it to truly listen and take in the 
information, instead of defending yourself and your work? That feel¬ 
ing is your willpower trying to get the intentional system to override 
the cravings of the autopilot system. 9 

Consider the last flame war you got into online, or perhaps 
an in-person argument with your loved one. Did the flame war or 
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in-person argument solve things? Did you manage to convince the 
other person? I’d be surprised if it did. Arguments usually don’t lead 
to anything beneficial. Often, even if you win the argument, you 
end up harming relationships you care about. 

Looking back, you probably regret at least some of the flame 
wars or in-person arguments in which you’ve engaged. You might 
wonder why you engaged in the first place. It’s the old fight response 
coming to the fore, without you noticing it. Unlike that situation 
with my boss, or when you were getting some constructive critical 
feedback, it’s not immediately obvious that a fight response will hurt 
you down the road. Thus, you let the elephant go rogue, and it stam¬ 
peded all over the place. 

Whether in personal or business settings, letting the elephant 
loose is like allowing a bull into a china shop. Broken dishes will 
be the least of your problems. Scholars use the term akrasia to refer 
to situations in which we act against our better judgment. In oth¬ 
er words, we act irrationally, defined in behavioral science as going 
against our own self-reflective goals. 


But My Gut Has Helped Make 
Many Good Decisions! 

Let’s make sure we’re talking about the same thing here. Remember 
that the term gut reaction is used too broadly. It covers both helpful 
learned behaviors that have become automatic as well as dangerous, 
savanna-based impulses. In your professional life, you acquire many 
healthy and helpful tendencies in situations where you get quick 
and accurate feedback on your judgments. As a result, you devel¬ 
op excellent decision-making skills in a specific area. Remember: 
we can’t tell the difference between an internal feeling of comfort 
around such automatic civilized behaviors and the same intuitive 
sense of “rightness” around dangerous, primitive savanna instincts. 
Our brain processes them in the same autopilot system, and they feel 
the same to us. To differentiate, you need to check with your head 
before you decide whether the impulse comes from a trustworthy 
automatic learned behavior or an untrustworthy savanna intuition. 
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Research, coupled with my own experience, shows that in some 
instances savanna instincts can be helpful in business decision-mak¬ 
ing contexts; in other words, it’s not necessarily irrational to follow 
your gut. 10 The limited number of situations in the modern world 
that correspond to the savanna environment result in mostly accurate 
signals from our primitive instincts. For example, in the savanna en¬ 
vironment, we lived in tribes and had to rely on our gut reactions to 
evaluate fellow tribal members. So if you have a long-standing busi¬ 
ness relationship with someone, and then you experience negative 
gut responses about their behavior in a new business deal, it’s time 
to double-check the fine print. The same goes for employees: one of 
my clients caught his long-time CFO stealing after my client noticed 
unusual behavior changes in the CFO with no underlying cause. 

However, don’t buy into the myth that you can tell lies from 
truths. Studies show that we are very bad at distinguishing false¬ 
hoods from accurate statements. On average, we only detect 54 per¬ 
cent of lies, a shocking statistic considering we’d get 50 percent if we 
used random chance. 11 

Overall, it’s never a good idea to go with your gut. Even in cases 
where you think you can rely on your intuition, it’s best to use your 
instincts as a warning sign of potential danger and evaluate the sit¬ 
uation analytically. For example, the person with whom you have a 
long business relationship might have just gotten some bad news, 
and their demeanor caused your instincts to misread the situation. 
Your extensive experience in a given topic might bring you to ruin 
if the market context changes and you use your old intuitions in a 
different environment, like a fish out of water. 

Danger Zone: Cognitive Biases 

Irrational behavior usually results from systematic and predictable 
mental errors that researchers term cognitive biases. Many of these 
systematic and predictable judgment errors stem from our evolu¬ 
tionary heritage because they helped us survive in the savanna envi¬ 
ronment, such as overreacting to the presence of a perceived threat. 
It was more beneficial to our survival to jump at 100 shadows than 
fail to jump at one saber-toothed tiger. 
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We are the descendants of those people who were evolutionarily 
selected for jumping at shadows. Of course, most cognitive biases 
do not serve us well in our modern environment, just like many 
mental habits we learned as children don’t serve us well as adults. 

Cognitive biases are also the result of inherent limitations in our 
mental processing capacities, such as our difficulty keeping track of 
many varied data points. This challenge results in formulas outper¬ 
forming experts in typical situations, such as evaluating the credit 
worthiness of loan applicants. The best systems combine formulas 
for typical situations with expert analysis of outliers. 

Most cognitive biases result from mistakes made by going with 
our gut reactions, meaning autopilot system errors. More rarely, cog¬ 
nitive biases are associated with intentional system errors. As you 
can see from the previous argument example, you may have used 
reason and logic to win the argument, but in the end, you behaved 
irrationally by harming yourself if cultivating the relationship was 
more important to you than winning the argument. 

Research has found more than 100 cognitive biases that cause 
us to make terrible decisions. 12 Cognitive biases fall into four broad 
categories: inaccurate evaluations of oneself, evaluations of others, 
strategic evaluations of risks and rewards, and tactical evaluations in 
project implementation. 

Throughout the book, I’ll give tentative evolutionary explana¬ 
tions for a number of biases that reflect plausible scenarios for how 
they might have resulted from our evolutionary heritage based on 
my reading of the current scientific literature. It’s quite possible that 
these explanations will be updated and changed by newer findings, 
and not all scholars will fully agree with my interpretations. That’s 
what it means to read research that’s on the cutting edge, instead of 
staid textbooks that contain research a generation or two out of date. 

So that’s bad news, right? Our minds are messed up. We’re 
screwed. End of play, curtain down, you can go home now. But 
wait, there’s more! Not all hope is lost. Our intentional system can 
be trained to spot situations in which we’re likely to make mistakes 
because of cognitive biases and correct them, because the latter are 
systematic and predictable. 
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I’m not saying it’s easy, as doing so involves building up a series 
of mental habits, many of which you might not have right now. If 
you want easy, you can put this book down and go watch some TV 
to make sure you keep up with the Kardashians. You’ll see some 
great models of rational behavior there, I’m sure. (My editor asked 
me to clarify that the previous statement was sarcasm, in case any¬ 
one missed it. I doubt readers of this book would miss sarcasm, but 
editors are editors.) 

If you want to avoid disasters in your business life, you need to 
put in some effort. No pain, no gain, right? Developing the mental 
habits described in this book is like going to gym for your mind. If 
you want good physical health, go to the gym. If you want to have 
a healthy business, read books on making wise decisions. Do the 
exercises in the books that teach you how to apply these strategies to 
your business and career, and then go and apply them. 

What can be more important than improving your business de¬ 
cisions? Success in our professional lives is determined by the de¬ 
cisions we make every day. If you screw up these decisions, don’t 
expect to have the kind of financial outcomes that you want and 
deserve. 

Not what you hoped to hear? Here’s something more hopeful. 
You’ll be cheered by the fact that the strategies outlined in the fol¬ 
lowing pages all come from research in behavioral economics, psy¬ 
chology, cognitive neuroscience, and other disciplines that investi¬ 
gate how to debias cognitive biases. 13 Debiasing in this context does 
not specifically refer to “bias” the way you’re used to hearing this 
term (racism, sexism, and so on). Instead, debiasing solves the kind 
of cognitive biases that lead to devastating consequences for our de¬ 
cision-making. You also get more than two decades of my experience 
in consulting, coaching, and speaking on this topic to business and 
nonprofit leaders as the CEO of Disaster Avoidance Experts. I will 
show you how pioneering leaders and organizations apply debiasing 
strategies to their everyday business contexts. 
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Twelve Techniques to Address 
Dangerous Judgment Errors 

Let’s discuss twelve specific debiasing methods in the workplace: 

1. Identify and make a plan to address dangerous judgment 
errors. 

2. Delay decision-making. 

3. Mindfulness meditation. 

4. Probabilistic thinking. 

5. Make predictions about the future. 

6. Consider alternative explanations and options. 

7. Consider past experiences. 

8. Consider long-term future and repeating scenarios. 

9. Consider other people’s perspectives. 

10. Use an outside view to get an external perspective. 

11. Set policy to guide your future self and organization. 

12. Make a precommitment. 

First of all, we need to identify the various dangerous judg¬ 
ment errors that we are facing and make a plan to address them. 

Awareness of the problem is the first step to solving the prob¬ 
lem. Sounds obvious, right? However, debiasing by learning about 
cognitive biases is trickier than it might seem. It would be won¬ 
derful if you could read a book or listen to a speech about these 
dangerous judgment errors and voila, you’re cured! 

It’s not that easy. Research demonstrates that just finding out 
about a cognitive bias doesn’t solve it. Instead, those who are learn¬ 
ing about a cognitive bias have to evaluate where in their profes¬ 
sional activities this mental error leads them astray and causes them 
pain, and then they need to make a specific plan to address the 
problem. 

Why? Addressing the autopilot system requires inspiring strong 
emotions. Changing our habitual instincts is hard, and I mean 
hard. We have to really want to invest strong emotions into change 
because we dislike the current situation. To make that investment, 
it’s critical for us to have personal buy-in for transforming our intu¬ 
itions. Simply learning about the cognitive bias doesn’t create such 
intense feelings. However, when we identify in a deep and thor- 
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ough manner where that dangerous judgment error is truly hurting 
us—the critical pain points caused by these cognitive biases in our 
personal professional activities and in the teams and organizations 
we lead—it helps empower the strong negative emotions needed to 
go against our gut reactions. 

Yet even that is not enough, just like it wouldn’t be enough to 
strongly dislike our body weight without a tangible plan to get fit 
through changing our diet and exercise regimen. Make no mistake, 
the work you’re about to do to become mentally fit is just as hard as 
the work required to make a drastic change in your physical health. 

To help you address these dangerous judgment errors in your 
professional life, this book includes exercises during which you 
will self-reflect on where each cognitive bias causes problems for 
your bottom line and develop a plan to fix these issues. Reading 
the book without doing the exercise is like leaping halfway across a 
deep hole; you’ll end up worse than you started. You’ll be aware of 
the problem without solving it and end up suffering more than you 
would if you remained in blissful ignorance. So do yourself, your 
colleagues, your clients, your customers, and anyone else impacted 
by your professional activities the favor of completing the exercises 
to help avoid disasters in your business activities. Alternatively, the 
Kardashians await. 

Doing these exercises will involve writing in your profession¬ 
al journal, whether a paper journal or electronic one. What? You 
don’t have a professional journal?! How do you keep track of the 
brilliant ideas you have that will take sales to the next level or rock¬ 
et-boost the motivation of your employees? Where do you keep 
notes from all those workshops you attend? 

Don’t tell me scraps of paper. If you don’t have a professional 
journal to capture your ideas, you are doing a huge disservice to 
yourself and your organization. Pause for a moment and set up a 
journaling system if you don’t have one; it is truly the most im¬ 
portant thing you can do with your time right now. 

You’re back? Got the system up and running? Good. 

A great deal of debiasing involves some form of shifting from 
the autopilot to the intentional mode of thinking. After all, the 
large majority (although not all) of the mental errors we tend to 
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make come from our autopilot system. One of the simplest ways 
to do so is to delay our reactions and decisions. Remember how 
your mom told you to count to ten when you were angry? Well, it 
works! Now you can implement similar techniques to stop your¬ 
self from reacting on autopilot. Instead, give yourself the time and 
space needed to cool down and have a more reasoned, slower re¬ 
sponse to the situation. 

Although counting to ten works for an immediate response 
situation—our intentional system takes a second or two to turn 
on, while the autopilot system takes only milliseconds—a more in¬ 
tense arousal response will require about twenty to thirty minutes 
to calm down. That is how long it takes our sympathetic nervous 
system, which is the system activated in fight-flight-freeze respons¬ 
es, to cool down through turning on our parasympathetic nervous 
system, also called the rest and digest system. 

You won’t be surprised by this next one: mindfulness medita¬ 
tion. Research finds that meditation treats numerous problems, 
from pain to anxiety; now, we know it also helps us address cogni¬ 
tive biases. Why? It is most likely due to a combination of delay, 
awareness, and focus. We are more capable of delaying unhelpful 
intuitive impulses, being more aware of when we are going with 
our gut, and focusing more on turning on our intentional system. 

Our autopilot system does not do well with numbers. It’s in 
essence a yes or no system, attraction or aversion, threat or oppor¬ 
tunity. This black-and-white thinking can be solved through the 
intentional system approach of applying probabilistic estimates of 
reality. Also called Bayesian reasoning, after the creator of the 
Bayesian theorem Rev. Thomas Bayes, probabilistic thinking eval¬ 
uates the probability of what reality looks like and updates your 
beliefs about the world as more information becomes available. 

For instance, say your business partner said something hurtful; 
your intuitive response is to say something mean in response. A 
probabilistic thinking approach requires you to step back and eval¬ 
uate the likelihood that your business partner meant to hurt you 
or whether a miscommunication occurred. You would then seek 
further evidence to help you update your beliefs about whether 
your business partner meant to hurt you or not. 
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As an example, if she is looking at the ledger for the month and 
says, “Wow, our electric bill is so high this month” and you like the 
office to be warm in the winter and set the thermostat high, it’s easy 
to feel as though the comment is an attack on you and say something 
hurtful in response. For instance, if she hasn’t brought in as much 
business as she usually does, a hurtful (and all-too-typical) response 
would be, “Well, we wouldn’t have to worry about the size of the bill 
if we had more money coming in.” Drama follows. 

By contrast, probabilistic thinking has you evaluate the likeli¬ 
hood that she deliberately hurt you and you seek more evidence 
first before deciding how to respond. Thus, you might ask, “Are you 
concerned about the electricity costs of me setting the thermostat 
high?” Then, she can respond, “Well, the electric bill is about two 
times as high as last month, and you were running the thermostat 
then. I think the electric company just screwed up. I’ll call them 
tomorrow.” Team conflict averted, thanks to probabilistic thinking. 
(I had a version of this conversation with my business partner and 
wife, Agnes Vishnevkin, last winter) 

My question to Agnes reflects an important aspect of probabi¬ 
listic thinking: launching experiments to gain additional informa¬ 
tion. Because our gut reactions cause us to be vastly overconfident 
about what reality actually looks like, launching small experiments 
is a low-cost way to correct our evaluations of our business environ¬ 
ment. Look for ways you can test out your theories, especially how 
to disprove them rather than confirm them, to address our tenden¬ 
cies to look only for information that supports our beliefs. 

A key aspect of probabilistic thinking consists of using your ex¬ 
isting knowledge about the likely shape of reality (called the base 
rate probability, also known as prior probability) to evaluate new evi¬ 
dence. In a keynote for a group of bank managers on using debiasing 
techniques to improve organizational performance, I spoke about 
using base rates to determine how to invest their time and energy 
into mentoring subordinates most effectively. In a facilitated exer¬ 
cise, I asked them to consider how their prior mentoring impacted 
their subordinates. Then, I asked them to compare the qualities of 
their current subordinates to the prior subordinates they mentored. 
Finally, I asked them to consider whether their mentoring energy 


The Gut or the Head? 


35 


was invested effectively compared to the impact they could have on 
subordinates. 

Base rates here refer to their prior experience of investing en- 
ergy into mentoring and the kind of outcomes they achieved. The 
discussion revealed that the current behavior of bank managers did 
not match their estimates of employee improvement. Overall, the 
managers were spending way too much time mentoring the worst 
performers—perhaps 70 percent of their time on average. Yet, the 
biggest impact of mentoring based on their prior experience came 
from improving the performance of their best performers. Informed 
by this evaluation of prior probabilities and how they compared to 
current actions, the managers decided to shift their mentoring ener¬ 
gies and recommend that the worst performers get an outside coach, 
even if doing so would negatively impact their relationships with 
these employees. 

A related strategy to probabilistic thinking involves making pre¬ 
dictions about the future. For example, you think your customers 
will be pleased and more likely to provide more business and refer¬ 
rals if you send them holiday greeting cards. Combine making pre¬ 
dictions with experimentation by testing out this hypothesis. 

Select a holiday, say, Thanksgiving, and get some themed cards. 
Then, choose a batch of current customers that have comparable 
characteristics, for instance, independent financial advisers who 
have been customers between one and three years. Divide this group 
into two equal batches and send one batch greeting cards. Before do¬ 
ing so, predict the kind of outcomes you expect to see, such as a 10 
percent boost in business and a 15 percent increase in referrals over 
the next three months. Then, see whether your prediction turns out 
to be true or not. Update your beliefs—and your business processes 
if sending greeting cards turns out to be a good investment—based 
on the outcomes of the experiment. 

If you discuss the future in a team setting, making predictions 
goes along splendidly with making bets. Say you and your cofounder 
of a tech start-up disagree about how well the new round of financ¬ 
ing will go. Make a bet of your own money—say $ 1,000—that angel 
investors will evaluate your company, for example, above or below 
a certain amount. Doing so is a terrific way to settle disagreements 
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and prove who is best calibrated in evaluating reality accurately. 
There’s something about putting down your own money that makes 
people step back and wake up a bit, especially if they are brimming 
with false conbdence. The same sort of betting, perhaps for lower 
amounts, can be used to resolve questions in small businesses or 
lower levels of an organization. 

The next debiasing strategy involves considering alternative ex¬ 
planations and options. Say your boss is curt with you at work. You 
might take this behavior as a sign that the boss is angry with you. You 
start to think about your past performance and analyze every aspect 
of it, and psych yourself out in a spiral of catastrophizing thinking. 
Debiasing in this case involves considering alternative explanations. 

Perhaps your boss is in a bad mood because her lunch burrito didn’t 
agree with her. Perhaps she’s very busy, rushing to fulfill a customer’s 
demands, and didn’t have a chance to chat with you as she normally 
would. Numerous explanations exist for her behavior that do not in¬ 
volve being angry. When you combine considering the alternative with 
probabilistic thinking, you can follow up with your boss later in the 
day when she has a quiet moment and observe how she interacts with 
you. Then, update your beliefs based on this new interaction. 

In general, try to find alternative evidence that would disconfirm 
your intuitive gut reaction to the situation. Next, make a fuller assess¬ 
ment based on additional evidence. It’s crucial to decide in advance 
what kind of evidence would change your mind (or change the group’s 
decision, if you’re doing it as a team) before proceeding, so that you 
don’t argue afterward about what evidence counts as “good enough.” 

In a group decision-making setting where two factions are at 
odds over which of two paths to take, you can get both to collabo¬ 
rate on evaluating what kind of evidence would need to be true for 
one of the paths to be the best course of action. Then, try to have 
both groups find disconfirming evidence that proves that path in¬ 
correct. That way, people won’t fight each other, and instead will 
work alongside one another to problem-solve the issue at hand. 

Tikewise, expand the range of options you’re considering 
through increasing your alternatives. For instance, you might be 
hesitant to hire someone because you’re not sure he will be a good 
personality fit for your team, although he has the right skills on 
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paper. Can you bring him on as a contractor for three months to 
see if he is a good fit before going through the process of hiring 
him full time? 

Considering a wide range of alternative options is especially 
important in making substantial decisions. We have a great deal 
of research showing that everyone from executives to rank-and-file 
professionals tend to close off options too early and home in on a 
preferred choice. As a result, they make some real whoppers, rang¬ 
ing from career choices they regret to strategy decisions that cost 
companies billions of dollars. For example, an old media and new 
media company merger intended for heaven but destined for hell. 
(Yes, I’m looking at you, AOL and Time Warner.) 

A very useful approach is to develop at least one and ideally 
two next best alternatives (NBAs) to your preferred option, and 
then look wide and deep for reasons you should go with one of 
the NBAs in a significant decision. The extra time and energy you 
spend doing so is worth the cost of making an awful choice and 
suffering a business disaster, as many of my clients told me af¬ 
ter they started using this strategy compared to their prior deci¬ 
sion-making processes that cost them dearly in the past. 

Considering our past experiences also helps as a debiasing tac¬ 
tic. Are you always running late to work meetings? Are you the 
type of person who starts to get ready for a meeting that’s fifteen 
minutes away exactly fifteen minutes before the meeting? Chronic 
lateness harms your relationships and reputation as well as your 
mental and physical well-being through constant elevated levels of 
cortisol, the stress hormone. Self-reflecting on how long activities 
have taken in the past to inform your current activities—for exam¬ 
ple, exactly when you should start to prepare for a meeting to be 
there with five minutes to spare—will help your business relation¬ 
ships and your well-being. 

Considering past experience also involves reflecting on your 
past successes and applying them to the present. For instance, did 
you have your most successful sales calls when you took the time to 
prepare mentally to be in a positive mindset, researched the pros¬ 
pect extensively, and role-played what you would say? If so, then 
consider repeating the same strategy going forward. 
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Next, evaluate the long-term future and repeating scenarios, 
whether that means the long-term impact of a major decision or 
a series of repeating decisions that have a great long-term impact 
when combined. What happened the last time you asked your col¬ 
league to help you with a report by tomorrow? If he agreed, did he 
carry out his commitment, or just avoid you for the next couple of 
days and then pretend that nothing happened? Is this a pattern that 
repeats as you get increasingly aggravated about his failure? 

If so, why ask him to help you in the first place? It’s not like it 
will make the situation any better and will only cause more conflict 
and grief for you both. Maybe it’s better to have a serious conver¬ 
sation with him about keeping his commitments or just let it slide. 
This kind of evaluation of repeating scenarios can greatly improve 
your business relationships. 

Similarly, evaluate the long-term consequences of decisions. 
Ask yourself three questions: what do you expect the consequences 
of this decision to be a day from now? A month from now? A year 
from now? For instance, if you’re anxious about cold-calling pros¬ 
pects regarding a new offer, what do you think will be the result of 
the cold-calling a day from now? Well, the anxiety would have fad¬ 
ed, and you might have found a couple of people who are interested 
in your product. In a month, you might have made a sale to one of 
them. In a year, that person might be one of your best clients. 

You probably heard the saying “Before you judge someone, walk 
a mile in their shoes.” Turns out this approach, which means un¬ 
derstanding other people’s mental models and situational context, 
helps debiasing greatly. We tend to greatly underestimate the extent 
to which other people are different than we are. That’s why the 
Golden Rule, do unto others as you would have them do unto you, 
is trumped by the Platinum Rule: do unto others as they would like 
to have done unto them. You’ll get much better business outcomes 
if you practice the debiasing strategy of considering other people's 
points of view and focusing on their needs, not simply your own, 
in your interactions. 

When was the last time you saw two of your colleagues argu¬ 
ing over something silly, perhaps lubricated by some alcohol in 
the evening after a conference? It happened to me a couple of days 
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ago. From your outside perspective on the conflict, you recognize 
easily that fighting over the issue was not productive and even 
harmful. Why didn’t they see it themselves? Because the inside 
view from within a situation blinds us to the broader context of 
what’s going on, leading to poor decisions that harm our relation¬ 
ships. To help yourself address this problem, try to look at the 
situation as objectively as possible by using an outside view to get 
an external perspective. 

The quickest but least reliable method is to get a quick external 
perspective from yourself. What you would recommend a peer do 
if the peer was in your position? You’ll often have more clarity by 
gaining that distance from your own gut reactions and intuitions. 

However, it’s usually more effective to get an external perspective 
from other people, if at all possible. You can get this outside view 
by consulting an aggregator of external opinions. For instance, you 
can consult Glassdoor.com, which lists confidential reviews by em¬ 
ployees about a company’s culture and working conditions, before 
accepting a job at a company. You can also speak to someone you 
trust and who knows your quirks, including where you’re likely to 
make mistakes. 

It’s especially helpful, whenever possible, to get that external 
perspective from someone with expertise on the topic. If you are 
challenged by managing two teams that are constantly at logger- 
heads with each other, go to someone in your organization who has 
successfully managed intransigent teams and get her advice. If you 
are struggling to address persistent personnel problems, such as lack 
of willingness to accept new initiatives, and you have no internal 
resources, consider getting an external consultant or coach to help. 

One of the easiest ways to address cognitive biases involves set¬ 
ting a policy that guides your future self or your organization. 
In the heat of the moment it may be hard to delay decision-mak¬ 
ing, consider alternatives, or practice the Platinum Rule. Yet if 
you set a policy by which you abide, especially by using a decision 
aid, you can protect yourself from many dangerous biases. For ex¬ 
ample, say you committed to delay your responses to professional 
emails that make you mad for at least thirty minutes. That’s a 
great policy, as it ensures you have enough time to cool down by 
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turning on your parasympathetic nervous system through step¬ 
ping away from the computer and taking a brief walk outside. 

It would work even better with a decision aid, such as Gmail’s 
“Undo Send” feature. If your autopilot system gets the better of you 
and you type out an angry response email and send it, the “Undo 
Send” feature allows you to unsend the email, at least for a few sec¬ 
onds after you hit “Send.” That feature served me well a number of 
times (my default response in the saber-toothed scenario is hght). 
Other decision aids include creating checklists to consult on certain 
decisions or processes and making visible reminders to encourage 
us to be our best intentional selves. The eight-step decision-mak¬ 
ing model and the five key questions to avoid decision disasters 
described in the introduction are highly effective aids used widely 
by my clients, and printable versions of them are located on www. 
DisasterAvoidanceExperts.com/NeverGnt, along with other resources 
for this book. 

A critical aspect of setting a policy for your future self involves 
fighting against the anchoring bias, our tendency to be stuck exces¬ 
sive on our initial predispositions. Research strongly suggests that 
when we try to hght our intuitions, we tend to not go nearly as far 
as we should due to the anchoring bias. We need to go much fur¬ 
ther than feels comfortable to de-anchor ourselves and end up much 
closer to the best place to be. Don’t worry, it is unlikely you will 
overshoot and go too far, according to the research. Setting a policy 
helps us go beyond our comfort zones. 

For an organization, setting a policy is a standard matter. You 
can integrate all of the techniques described here—especially the 
decision-making model and the five key questions—as a central part 
of any decision-making process in your team or the organization 
as a whole. Likewise, throughout the book you’ll see case studies 
of my clients adapting various policies into their organizations to 
fix problems caused by cognitive biases. Once these techniques are 
integrated into the business system and become part of the normal 
order of operations they protect the bottom lines of organizations. 

A related strategy involves making a precommitment, especially 
a public commitment, to a certain set of behaviors, with an associat¬ 
ed accountability mechanism. For instance, a business that joins the 
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Better Business Bureau commits to follow a set of ethical guidelines. 
This public promise, along with the BBB accountability mechanism, 
makes us more likely to follow that set of ethics, even when our 
autopilot system tempts us to take ethical shortcuts. The Pro-Truth 
Pledge (at www.ProTruthPledge.org ) functions similarly for a public 
commitment to truthfulness for individual professionals, with a sim¬ 
ilar accountability mechanism. Both of these public commitments 
boost the reputation of a business or individual professional in ex¬ 
change for being held accountable for one’s promise. The autopilot 
system’s tendency to cut corners is held in check (at least somewhat) 
by this commitment. 

The public nature of a commitment encourages our communi¬ 
ty—the people who know about the commitment and care about 
helping us be our best selves—to support our efforts to change our 
behavior. Let’s say that you have a weakness of saying yes too often 
to requests from your colleagues, and your boss is warning you that 
you’re spread too thin and not getting your own work done. This 
happened to someone I was asked to coach. What I advised him to 
do—and he successfully implemented—was share this problem with 
the same colleagues who made requests for his help. They were high¬ 
ly supportive, both decreasing their requests and reminding him to 
avoid accepting requests from others. 

In an organizational setting, a precommitment can involve com¬ 
mitting to a certain decision or plan publicly. How many times have 
you seen subversive efforts to undermine plans or decisions by peo¬ 
ple who disagree with them? Frequently, such behaviors result from 
the lack of a transparent and thorough decision-making process in 
which everyone had a chance to buy into the final outcome and make 
a clear commitment. Instead, what I often see when I am brought in 
to help address an increasingly toxic culture are decisions and plans 
made by a small clique who have the political weight of power in an 
organization. These plans and decisions are often undermined by 
those who are not part of the clique and did not participate fully in 
the decision-making process. 

When decisions and plans involve significant risk, uncertainty, 
and disagreements, it can help to make a precommitment to a cer¬ 
tain point, called a Schellingpoint by scholars, at which to revisit the 
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agreement. That way, everyone can work together and pull in the 
same direction until the Schelling point is reached. For instance, an 
organization I worked with set a Schelling point for the launch of a 
new product of $14 million in sales in the first six months as the test 
of whether the launch plan for the new product should be reconsid¬ 
ered; another set a Schelling point of twelve months before evalu¬ 
ating the quality of a new performance evaluation process. In both 
cases, these precommitments protected team members from the ac¬ 
rimonious debate of whether the product or performance evaluation 
process is working, as they knew there would either be a potential 
trigger ($14 million) or definitive date (twelve months) at which to 
reconsider the decision. 

The strategies outlined here stem from extensive research on 
debiasing and have proven highly effective for readers of my arti¬ 
cles and books, for audience members of my speeches, for the many 
people I’ve coached, and for employees in organizations for which I 
consulted. In the following pages, you will learn about their stories, 
along with specific cognitive biases and the concrete tactics you can 
deploy to address these faulty mental patterns by retraining your 
mind to be aligned with your business needs in the modern world. 

Exercise 

I promised exercises, and I always keep my promises. For those who 
are tempted to skip the exercises and come back to them later, please 
don’t. You’re shooting yourself in the foot if you don’t do these exer¬ 
cises as you go along with the text of the book. I can cite extensive 
research that proves you won’t get even a third of the benefit of this 
book if you don’t do the exercises, but do you really want me to 
waste the ink to do so? You haven’t put this book down yet, so go 
a bit further and get your journal out. Get ready to go! Take a few 
minutes to reflect on the following questions and write down your 
answers in your professional journal: 

(ZHow can you implement the technique of identifying the 
various dangerous judgment errors that we are facing and 
making a plan to address them in your professional activities? 
Flow can you help others in your organization and professional 
network to do so? What challenges do you anticipate in imple- 
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menting this strategy and helping others do so, and how will 
you overcome these challenges? 

B' How can you implement delaying decision-making in your 
professional activities? How can you help others in your organi¬ 
zation and professional network to do so? What challenges do 
you anticipate in implementing this strategy and helping others 
do so, and how will you overcome these challenges? 

B' How can you implement mindfulness meditation in your pro¬ 
fessional activities? How can you help others in your organiza¬ 
tion and professional network to do so? What challenges do you 
anticipate in implementing this strategy and helping others do 
so, and how will you overcome these challenges? 

B' How can you implement probabilistic thinking in your profes¬ 
sional activities? How can you help others in your organization 
and professional network to do so? What challenges do you an¬ 
ticipate in implementing this strategy and helping others do so, 
and how will you overcome these challenges? 

B' How can you implement making predictions about the future 
in your professional activities? How can you help others in your 
organization and professional network to do so? What challeng¬ 
es do you anticipate in implementing this strategy and helping 
others do so, and how will you overcome these challenges? 

B' How can you implement considering alternative explana¬ 
tions and options in your professional activities? How can you 
help others in your organization and professional network to 
do so? What challenges do you anticipate in implementing this 
strategy and helping others do so, and how will you overcome 
these challenges? 

B' How can you implement considering past experiences in your 
professional activities? How can you help others in your organi¬ 
zation and professional network to do so? What challenges do 
you anticipate in implementing this strategy and helping others 
do so, and how will you overcome these challenges? 
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QT How can you implement considering the long-term future and 
repeating scenarios in your professional activities? How can 
you help others in your organization and professional network 
to do so? What challenges do you anticipate in implementing 
this strategy and helping others do so, and how will you over¬ 
come these challenges? 

G' How can you implement considering other people's perspec¬ 
tives in your professional activities? How can you help others 
in your organization and professional network to do so? What 
challenges do you anticipate in implementing this strategy and 
helping others do so, and how will you overcome these chal¬ 
lenges? 

G' How can you implement using an outside view to get an ex¬ 
ternal perspective in your professional activities? How can you 
help others in your organization and professional network to 
do so? What challenges do you anticipate in implementing this 
strategy and helping others do so, and how will you overcome 
these challenges? 

G' How can you implement setting a policy to guide your future 
self and organization in your professional activities? How can 
you help others in your organization and professional network 
to do so? What challenges do you anticipate in implementing 
this strategy and helping others do so, and how will you over¬ 
come these challenges? 

G' How can you implement making a precommitment in your 
professional activities? How can you help others in your organi¬ 
zation and professional network to do so? What challenges do 
you anticipate in implementing this strategy and helping others 
do so, and how will you overcome these challenges? 
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Chapter Summary 

C4 Our mind is defined by the combination of the instinctive and 
emotional autopilot system, and the deliberate and rational in¬ 
tentional system. 

C4 Too many leaders rely excessively on the gut reactions of their 
autopilot system instead of avoiding comfortable but disastrous 
courses of action by putting in the often uncomfortable effort of 
using their intentional system to make wise decisions. 

C4 We make a series of systematic and predictable dangerous judg¬ 
ment errors—cognitive biases—because of how our brain is wired, 
due to a combination of our evolutionary heritage and inherent 
limitations in our mental processing capacities. 

C4We can train our intentional system to spot and address our sys¬ 
tematic and predictable dangerous judgment errors in business 
and other life areas. 

C4 Researchers have found and pioneering business leaders are using 
a series of techniques to minimize and even completely eliminate 
cognitive biases in themselves, their teams, and their organizations. 



Chapter 2 


Who Wants to Be a Loser? 


Chapter Key Benefits 


O Uncover how our intuition and natural tendency 
to avoid losses counterintuitively results in much 
greater losses for ourselves and our businesses. 

O Recognize the systemic and predictable 

dangerous judgment errors that result from our 
gut reaction to defend ourselves from losses. 

Protect yourself from the often-disastrous 
consequences of these judgment errors through 
gaining specific techniques to solve loss aversion. 
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P atricia certainly didn’t want to be a loser. She’s a top-notch CPA 
and worked long hours in her big accounting firm. She received 
frequent praise from her boss for the quality of her work, includ¬ 
ing excellent performance reviews. Her coworkers came to her when 
they had questions and needed insights on challenging issues, loving 
her willingness to help out. 

Yet she kept getting passed over for promotion, year after year, 
despite making requests and networking with higher-ups. She’d al¬ 
ready learned everything there was to learn in her current position 
and was just going through the motions. She thought about looking 
for a new job for a couple of years and knew in her heart that a seri¬ 
ous job search was long overdue. Unfortunately, she hadn’t been able 
to do it and she didn’t know why. 

Patricia’s dilemma reflects a typical problematic gut reaction 
that undermines the success of many professionals, including busi¬ 
ness leaders. However, before talking about this dilemma, let’s talk 
about luck. 


Do You Feel Lucky? 

It’s your lucky day! You meet a kind stranger who offers you a great 
deal, something for nothing. No tricks! You’re getting a free lunch. 
She offers you a choice: A) She’ll give you $45; B) She’ll give you a 
chance to flip a quarter from your pocket. If it’s heads, then she’ll 
give you $100. If it’s tails, you get nothing. 

Which do you choose? Do you want $45 in cold, hard cash, or 
are you willing to take a chance with the coin flip? Decide before 
reading further. Keep your choice firmly in your mind. 

The next day you have some bad luck. You are stopped by a po¬ 
lice officer for going just over the speed limit. He’s bored and wants 
to entertain himself, so he offers you a choice: A) He’ll fine you $45; 
B) He’ll give you a chance to flip a quarter from your wallet. If it’s 
heads, he’ll fine you $100. If it’s tails, he’ll let it slide. 

Now which of these do you want? Again, make a choice, and 
keep it firmly in mind. Do you want to try to avoid any losses with 
the coin flip or hand over your $45? 
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When I present this scenario in my speeches to business au¬ 
diences, about 80 percent say they’ll take the $45 from the kind 
stranger, and about 75 percent want to flip a coin to see if the cop 
will let it slide. So if you made either or both of these choices, you’re 
in good company. 

Upon first learning about this scenario from the professor who 
mentored me in graduate school, I made the same choices. Indeed, 
the $45 offered by the kind stranger is a sure thing, and it felt good 
to have the money in my pocket. Wouldn’t I feel foolish if I let this 
certain thing go for just a chance at getting the $100? 

By the same token, in the second scenario, I didn’t want to lose 
the money. If I gave the cop $45, that would be a sure loss. If I took 
the chance at a coin flip, I might not have to pay anything. 

So in both cases—the gift and the fine—my gut reaction was to 
avoid losing out. After all, who wants to be a loser? 

My mentor told me that studies on this topic showed that most 
people made the same choice that I did. Then, he told me to take out 
a quarter and flip it. 

I got heads, so I would have gotten $100, losing out on my 
choice. Then, he asked me what would happen if I flipped it 10 
times, 100 times, 1,000 times, 10,000 times, then 100,000 times. 
At 100,000, he told me, on average I would get $5 million if I chose 
the coin flip for $100 each time, versus $4.5 million if I chose $45. 
The difference: a cool $500,000. 

Thus, choosing $45 as my gift and the coin flip as my fine re¬ 
sulted in losing out in both cases. The right choice—the one most 
likely to not make me a loser—is to choose the coin flip as the gift 
and the $45 as the fine. Otherwise, over multiple coin flips, I’m very 
likely to lose. 

I was surprised, confused, and hard-pressed to believe him, or at 
least my autopilot system felt that way. He convinced me by running 
the numbers. Let’s go with the gift first. You’re flipping a coin from 
your own pocket, so you know it’s fair. The chance of getting heads is 
50 percent, so in half of all cases you’ll win $100, and in the rest you 
won’t win anything. That’s equivalent to $50 on average, versus $45. 

The fine has the same math. By choosing the coin flip, I was giv¬ 
ing up $50 on average versus $45. 


50 


Never Go With Your Gut 


But wait, Prof. You presented this as a one-time deal, not a re¬ 
peating opportunity. Maybe if you told me it was a repeating scenar¬ 
io, I’d have thought about it differently. 

That didn’t fly. He told me that research shows our gut treats 
each individual scenario we see as a one-off. In reality, we face a 
multitude of such choices daily in our professional lives. Our intu¬ 
ition is to treat each one as a separate situation. Yet, they form part 
of a broader repeating pattern where our intuition tends to steer us 
toward losing money. 

Then, he told me something I would never forget: my life—any¬ 
one’s life—is made of 100,000 coin flips. If we are trying to seize 
an opportunity, we can either win $5 million or $4.5 million. If we 
are trying to avoid a threat, we can lose either $4.5 million or $5 
million. To avoid having our gut lead us into gaining $500,000 from 
opportunities and not losing $500,000 from threats throughout the 
course of our lives—a nice $1 million in total profit—we need to 
decide right now to see all risks as broad repeating patterns and treat 
them accordingly. 

His words changed my life, and so many things fell into place. I 
began to see patterns of risk and reward in all repeating situations in 
my life, both professional and personal. It proved a monumental and 
very lucrative change in my feeling and thinking patterns. 

How can you apply this paradigm shift to yourself? Think about 
your business. Every day, you face a series of situations for which 
you need to decide whether to take the course that feels most com¬ 
fortable by avoiding losses, or the course that feels less comfortable 
and leads to more gains over time. We’re not talking about huge 
bet-the-company risks, which require a different approach, but the 
kind of small decisions that add up to large sums over time. If you 
just go with your gut instead of doing the calculations and going 
with the data, you are likely to lose much more money by not taking 
the course that feels most risky. 

Now, the difference between $45 and $50 might not seem like 
much. However, repeated multiple times a day, it means a lot. The 
difference between these two numbers is 10 percent. If every time 
you face a business decision—whether addressing threats (fines) or 
seizing opportunities (gifts)—you take the choice that feels most 
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comfortable to your gut by avoiding losses, the annual cost is 10 
percent of your revenue. 

Let’s say you have a personal income of $100,000 per year. After 
paying expenses, you save $20,000 a year. That’s your profit. If you 
lose 10 percent of your revenue, or $10,000, you only have $10,000 
profit a year. In other words, 50 percent of your profit is wiped out 
by trying to avoid losses. 

Now, reflect on your earlier choices. Did you choose the $45 gift 
and the coin flip as the fine? In that case, you are vulnerable to both 
aspects of this problematic gut reaction. Maybe you selected the 
coin flip as the gift, and the same for the fine? In that case, you are 
probably more vulnerable to loss aversion when you address threats 
rather than when you face unexpected opportunities, and will be 
most vulnerable when unexpected problems arise. How about if you 
chose $45 for both the fine and the gift? Then you’re most likely to 
be hurt by loss aversion when things are going well and will fail to 
seize unexpected opportunities, going for the option that feels safest 
rather than the one that will most help your bottom line. 

Perhaps you chose the coin flip as the gift and the $45 as the fine, 
and are in the minority who focus on making the most profitable 
decisions. Well, kudos to you! 

How about other employees in your organization? Let’s say your 
company has an annual revenue of $50 million, and a healthy profit 
of $7.5 million. Regardless of the choice you’re making, if other em¬ 
ployees in your organization are going with their gut to avoid losses, 
and the company loses 10 percent of its revenue or $5 million per 
year, then two-thirds of your profit will be wiped out, leaving only 
$2.5 million. 

Incidentally, while 80 percent of all business audiences in my 
speeches prefer $45 as the gift and 75 percent the coin flip as the 
fine, the numbers are different when I present to top executives: it’s 
closer to 50 percent for both. Executives are more used to checking 
their intuitions against profit and loss statements and making deci¬ 
sions that are most profitable. Still, the fact that 50 percent chose 
to lose 10 percent of their revenue in each case highlights the grave 
danger of our tendency to avoid losses. 
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Loss Aversion 

The cognitive bias behind our faulty decision-making is called loss 
aversion, our tendency to prefer avoiding losses over getting higher 
gains. While I used 10 percent as my example, the original research 
on loss aversion by Amos Tversky and Daniel Kahneman suggests 
that for many people, the tendency to avoid losses may be twice as 
strong as their desire for gains. 1 

What explains loss aversion? Let’s consider the evolutionary con¬ 
text of the savanna environment in comparison to today’s world. 

Back then, we had no way of saving resources for the future. If 
you killed an animal too large for your tribe to eat before it rotted, 
you couldn’t use the remaining meat. If you made too many tools, 
you couldn’t carry them with you when your tribe migrated in search 
of better hunting grounds. By contrast, if you took risks that caused 
you to lose the few resources you had, you might easily die in the 
dangerous savanna environment. 

It’s no wonder that our ancestors developed an intuitive aversion 
to losing resources, compared to gaining them. Our gut reactions 
retain this reluctance in our modern environment, in spite of the 
much lower danger associated with losing resources now. It’s un¬ 
likely we will die if we take reasonable risks. Moreover, the banking 
system and property law enable us to accumulate resources, and the 
stability of modern life enables us to be relatively secure in this re¬ 
source accumulation. 

Going against your gut intuitions on loss aversion will be worth 
hundreds of thousands to you personally and many millions to your 
business throughout the course of your career. What would you 
pay to get 10 percent higher revenue that adds to your profit mar¬ 
gins without any associated costs? It might take much less than you 
think: simply a slight adjustment in your decision-making strategy. 
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Exercise 

Not doing the exercises in this chapter will inhibit your ability to ap¬ 
ply these strategies in your professional life. Take the time to reflect 
on the following questions for a few minutes and write down your 
answers in your professional journal: 

& Where have you fallen for loss aversion in your professional ac¬ 
tivities and how has doing so harmed you? Where have you seen 
other people in your organization and professional network fall 
for this bias in their professional activities, and how has doing 
so harmed them? 


Pragmatic Dangers of Loss Aversion 

How does loss aversion play out in real life? Let’s go back to Patri¬ 
cia, the CPA who had difficulty deciding to leave her job. She came 
to me for coaching on making this decision after being one of the 
80 percent at my speeches who indicated she would rather keep 
the $45 than take the mathematically most profitable option of the 
coin flip. 

She’s an accountant and the math proved very convincing for 
her. What she found more difficult was deciding how to deal with 
the contradictory impulses she experienced between her gut and 
her head. After all, having your intentional system know about the 
problem of loss aversion doesn’t mean that it’s magically fixed, be¬ 
cause the autopilot system still makes avoiding losses the most com¬ 
fortable option. 

In Patricia’s case, loss aversion led her to overvalue her current 
situation and feel reluctant to change it in the face of the uncer¬ 
tainty of a job search, even if she knew intellectually that she was 
highly qualified and would very likely find a much better job. This 
excessive orientation toward stability over change is a cognitive bias 
related to loss aversion called status quo bias. 2 

Any leader who tried to launch a change effort is familiar with 
stubborn resistance from staff who fear any change, even when it 
is desperately needed. Status quo bias and loss aversion combine 
to undercut many change efforts. Leading and managing change 
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requires a complex approach that draws on the strategies in the 
second half of this book. 

Status quo bias often comes along with a tendency to try to find 
excessive information before making decisions. This mental failure 
mode bears the name information bias, informally known as “anal¬ 
ysis paralysis.” 3 You’ll often see someone who opposes healthy and 
needed change demand more and more information, even if that 
data has no real relevance on the decision at hand. 

I’ve seen the combination of information bias and status quo 
bias have an especially damaging impact on companies whose 
growth curve is plateauing. For example, a technology company ex¬ 
perienced rapid growth with a couple of innovative products. How¬ 
ever, its growth started to decrease following the typical S-curve 
growth model. 

This model accurately predicts the large majority of growth sce¬ 
narios for successful products, or other successful endeavors. First 
comes a slow and effortful start-up stage, followed by rapid growth 
stage. After a while comes a slowdown in growth, often following 
market saturation or competitive pressure or other factors, where the 
product reaches maturity. If nothing changes, an inevitable revenue 
decline follows, due to a combination of external market changes 
and internal stagnation. 



TIME 
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It’s common for business leaders to express surprise and confu¬ 
sion over the plateau and decline, despite the typical nature of this 
growth cycle. The time to change things up and launch new offer¬ 
ings comes during the rapid growth stage, not during the plateau 
stage. Leaders aware of the S-curve invest into R&D and innovation 
most when things are going well with established products, to have 
new products ready to go that would maintain rapid growth. 

Unfortunately, the technology company failed to do so. Instead, 
its leadership focused on analyzing the market to find the cause of 
the problem when growth began to decrease. There were a couple of 
executives in the company who proposed launching new products, 
but most of the leadership was cautious. They kept asking for guar¬ 
antees and assurances that the products would work out, demanding 
more information even when additional information wasn’t relevant. 
They instead preferred to double down on the successfully perform¬ 
ing products, tinkering with them in hopes of reviving growth. 

Exercise 

Take the time to reflect on the following questions for a few minutes 
and write down your answers in your professional journal: 

QT Where have you fallen for status quo bias in your professional 
activities, and how has doing so harmed you? Where have you 
seen other people in your organization and professional net¬ 
work fall for this bias in their professional activities, and how 
has doing so harmed them? 

[Tf Where have you fallen for information bias in your profession¬ 
al activities, and how has doing so harmed you? Where have 
you seen other people in your organization and professional 
network fall for this bias in their professional activities, and 
how has doing so harmed them? 
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You Sank My Battleship! 

Another typical business example of loss aversion causes many prob¬ 
lems for small business owners. How often have you walked into 
a small business and felt surprised at the dinky furnishings? Many 
small business owners try to avoid losses by getting cheap decor, yet 
this strategy ends up costing them more in the long run. 

First, low-quality furniture wears out more quickly and has to 
be replaced more often. Second, and perhaps more importantly, I’m 
sure I’m not the only one who chose not to work with a small busi¬ 
ness that conveyed a penny-pinching appearance. After all, if they 
penny-pinch on their daily surroundings, how do they treat clients? 

Unfortunately, the owners of small businesses that are growing 
into midsize businesses—a group that form a substantial portion of 
my coaching clients—often feel reluctant to dispose of such furnish¬ 
ings. They suffer from a cognitive bias related to loss aversion called 
sunk costs, which means once we invest significant resources into 
initiatives and relationships, we tend to hold on to them far longer 
than we should, even when they no longer provide an acceptable 
return on investment. 1 It takes a lot of effort to convince them that 
the money they invested in the decor is gone and they need to focus 
on projecting a classy appearance to their future customers. 

Our propensity to pay excessive amounts to avoid a loss is exem¬ 
plified by a problematic tendency that I’ve seen in both small and 
large businesses: extended warranties. Studies find that such warran¬ 
ties are usually not worth it and are a major profit leader for equip¬ 
ment manufacturers. As long as you have sufficient money to replace 
the piece of equipment, avoid getting extended warranties. 

In general, insurance is structured so that the insurer wins and 
you lose. Thus, the only insurance that makes sense is coverage for 
significant problems that you can’t easily address through your exist¬ 
ing cash flow. Fire insurance makes a great deal of sense; smartphone 
insurance does not. We tend to place excessive value on products we 
own, a cognitive bias called the endowment effect, which makes it 
easy for those who understand this quirk of our psychology to take 
advantage of us. 5 


Who Wants to Be a Loser? 


57 


Exercise 

Take the time to reflect on the following questions for a few minutes 
and write down your answers in your professional journal: 

Where have you fallen for sunk costs in your professional activ¬ 
ities, and how has doing so harmed you? Where have you seen 
other people in your organization and professional network fall 
for this bias in their professional activities, and how has doing 
so harmed them? 

Where have you fallen for endowment effect in your profes¬ 
sional activities, and how has doing so harmed you? Where have 
you seen other people in your organization and professional 
network fall for this bias in their professional activities, and 
how has doing so harmed them? 


My Baby Is the Most Beautiful Baby 

Finally, let’s consider a consulting client of mine, a B2B software 
company that needed my help to improve employee engagement 
and motivation in selling the company’s services. At the tail end of 
my engagement, the company experienced a serious challenge when 
a larger company entered the market with a product that competed 
against one of my client’s three flagship products. My client had a 
relatively small full-time sales force, which made it hard to protect 
client relationships. 

The sales force spread itself thin trying to convince all existing 
customer accounts to stay with them and avoid switching to the 
competitor’s product. After considering the previous scenario in 
which the cop levied the fine, this behavior was a mistake. They 
didn’t want to lose any accounts, but of course they would inevita¬ 
bly lose some; the competitor wasn’t stupid and was going to gain at 
least some market share. They suffered from a form of loss aversion 
known as the IKEA effect, where we tend to value too much what 
we ourselves create in comparison to how much it’s actually worth 
on the open market. In this case, they overvalued the customer re¬ 
lationships they built. The opposite bias happens as well, called not 
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invented here, where organizations, teams, and individuals place a 
too-low value on ideas, products, and techniques found elsewhere. 6 

In the previous example, it would have been much wiser for the 
sales force to triage aggressively and focus on cultivating the few 
most important accounts from which the company made most of 
its money. About twelve accounts out of forty-nine made up more 
than 70 percent of the company’s money, a reminder of the general 
validity of the Pareto principle (most of the value comes from rela¬ 
tively few sources). 

I encouraged the company’s VP of sales to change his strategy. I 
asked him to agree to the loss of many smaller and less important ac¬ 
counts (giving up the $45) in exchange for protecting himself from 
a much bigger loss (a coin flip for $100, although the company’s 
chances of keeping all the accounts were much lower than a coin 
flip). We worked together to create a plan where the sales team fo¬ 
cused on cultivating the twelve accounts through relationship build¬ 
ing and improved customer service, while highlighting the risks of 
switching to the unproven product offered by the competitor. In the 
end, the B2B firm managed to keep all twelve large accounts, and 
more than half of the smaller ones that preferred to stick with the 
proven product despite the cheaper introductory price offered by the 
competitor, especially because the bigger accounts did so. 

Exercise 

Take the time to reflect on the following questions for a few minutes 
and write down your answers in your professional journal: 

QTWhere have you fallen for IKEA effect in your professional ac¬ 
tivities, and how has doing so harmed you? Where have you 
seen other people in your organization and professional net¬ 
work fall for this bias in their professional activities, and how 
has doing so harmed them? 

Where have you fallen for not invented here in your profes¬ 
sional activities, and how has doing so harmed you? Where have 
you seen other people in your organization and professional 
network fall for this bias in their professional activities, and 
how has doing so harmed them? 
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Solving Loss Aversion & Co. 

Mindfulness meditation is an excellent practice that will build up 
your debiasing ability overall, and applies to all judgment errors 
rather than any one in particular. Thus, I will only discuss it as a 
solution in this chapter so I don’t have to repeat it every time, but 
keep in mind that it applies to all of the cognitive biases described 
throughout the book. Note that I focus only on research-backed 
meditation practices; other approaches exist, and they may be effec¬ 
tive, but they haven’t been studied enough by academic research for 
me to be comfortable putting them forward. 7 

A daily sitting practice of just ten minutes a day will substantially 
improve your ability to solve all sorts of cognitive biases. Due to the 
general applicability of mindfulness meditation for debiasing, along 
with other mental and physical well-being benefits, I cannot stress 
enough the importance of taking up a daily meditation practice. 

For those not familiar with meditation, a breathing practice of¬ 
fers a good place to start. Free up thirty minutes for your first med¬ 
itation session. For future sessions, ten to twenty minutes should be 
sufficient. Start by sitting in a comfortable position. Then, take in a 
long breath, counting to five slowly as you breathe in. Hold in your 
breath for the same five-count length, then breathe out while count¬ 
ing to five. Then, wait for another count of five before breathing in 
again. 

Repeat this cycle a couple more times until you grow comfort¬ 
able with it. Then, at the start of the next cycle when doing the five- 
count breathing in, focus on the sensations in your nostrils when the 
air moves past them. Focus fully on that sensation while still main¬ 
taining the pace of slow breathing in. Once you breathe in, keep fo¬ 
cusing on your nostrils for the five-count while holding your breath, 
and notice how they feel different with no air rushing past them. 
Then, focus once again on air rushing past your nostrils when you 
breathe out to the count of five, and then once again on the nostrils 
with no air moving past them while you wait for a five-count before 
breathing in. Keep doing the five-count breath cycle combined with 
focusing on your nostrils for twenty minutes. Notice whenever your 
attention wanders away from your nostrils, and bring it back. 
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That’s not too hard, right? To build up this practice, first you 
need to make a personal commitment to free up ten to twenty min¬ 
utes a day. The twenty minutes will give you flexibility for those 
inevitable days when some unexpected emergency occurs. Those are 
the days when we feel least capable of meditating, yet counterintu¬ 
itively, these are the days when meditation can most help us avoid 
mistakes and make better decisions. 

Then, learn about different approaches to meditation and exper¬ 
iment with the three major ones: focusing on breathing, focusing on 
letting go of thoughts (zazen), and focusing on body awareness. You 
can search for this information online or read books about it. 

After you choose an approach that works best for you, decide 
on a specific time and place in which you’ll engage in your sitting 
practice. I do my meditation in the morning, shortly after I start my 
work tasks, as my first break of the day. What reminders will you 
use to help you remember to pursue this practice? Write down your 
commitment in a journal or email to yourself, and share with others 
in your life about your new mental exercise routine. 

Be forgiving of yourself if you slip up, and simply get back on 
the wagon. New habits are notoriously difficult to build. Remember, 
this mindfulness practice is one of the best things you can do to im¬ 
prove your overall ability to fight dangerous judgment errors in all 
of your professional activities. 

Let’s move on to specific techniques for debiasing the cognitive 
biases described in this chapter, starting with delaying decision¬ 
making. This technique offers a critical barrier to avoid the temp¬ 
tation of making a choice that causes us to avoid any and all losses. 
When making any choice that involves a sure but smaller loss or gain, 
versus a more risky but larger loss or gain, take a minute to consider 
your options. 

For instance, when shopping for computer equipment, cars, 
washers, dryers, or anything else for which the sales staff offer you 
an extended warranty, take a minute to think. Will it really pay off 
to buy it? Most likely not, according to research by Consumer Reports 
and others. 

When trying to retain your customers under attack from an ag¬ 
gressive competitor, don’t try to protect all of your accounts. Instead, 
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triage to make sure you’re investing your sales resources in the most 
effective manner. What about when you decide to go to an hour- 
long networking event? You might meet some valuable contacts (or 
not), but you will definitely lose the resources invested. Consider 
the mix of potential contacts at the event and how many you’ll meet 
in an hour, and decide whether the time and money you invest are 
worth the possible contacts you’ll gain. 

Now, you might think that while the answer is obvious for ex¬ 
tended warranties (my apologies for any readers who sell extended 
warranties, but you know it’s one of your biggest profit leaders), 
the answers are less clear regarding whether to go to the network¬ 
ing event or which accounts to protect from competitors (although 
you shouldn’t try to protect them all). That’s fair: it’s much easier to 
address loss aversion and related thinking errors with solid numbers 
such as $45 versus 50 percent of $100 than in situations with fuzzy 
and uncertain outcomes. 

For these less certain outcomes, the key tool is the technique of 
probabilistic thinking. With my B2B client facing an attack on its 
market share from the aggressive competitor, we turned to this tech¬ 
nique to decide which accounts to protect. They already had solid 
numbers on the costs of recruiting new customers versus retaining 
current ones (it was about six times cheaper to retain current cus¬ 
tomers). Then, we estimated how the numbers would change as a 
result of this market change, while supplementing our guesstimates 
with hard data as it became available. We calculated that the com¬ 
pany could likely protect the twelve most important accounts out 
of forty-nine by dedicating about 60 percent of its sales resources to 
these large accounts, but we assigned 85 percent to provide a signif¬ 
icant margin of safety. 

In the case of the technology company, another aspect of prob¬ 
abilistic thinking really helped—launching experiments and mak¬ 
ing bets—along with the strategy of predicting the future. I know 
about this story because one of the executives who wanted the com¬ 
pany to push toward innovative products was a coaching client of 
mine. He asked for my help in convincing the company to get past 
information bias and status quo bias. 
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I suggested that he propose a market research experiment: Would 
the company’s existing customers be more interested in what most 
of the senior management wanted—a slightly improved version of 
their current products—or some of the suggested ideas bouncing 
around in the R&D department? A part of the experiment would 
involve the leadership team predicting what would be of most in¬ 
terest to customers, and making a bet with the company’s financial 
resources on what customers most wanted. 

At first, he ran into resistance. First, revealing the R&D ideas 
seemed foolish to some other senior executives, as competitors 
might find out and develop these ideas themselves. He pointed out 
that these offerings wouldn’t get developed anyway if the company 
didn’t invest in them. After all, most of the senior leadership wanted 
to focus on tinkering with existing products. He also proposed to 
limit the scope of this market research to the trusted contacts within 
their clients. 

Second, the more conservative senior leaders did not want to 
make a prediction and bet prior to the results of the market re¬ 
search experiment. Yet getting this commitment was fundamentally 
important to overcoming information bias. They’d otherwise find 
more ways to obstruct new products, especially because some of 
them had fiefdoms to protect that were tied to existing products. 
Eventually, after a private conversation with the CEO, the senior 
leadership agreed. 

You won’t be surprised to learn that the market research showed 
that customers were quite a bit more interested in the new ideas 
than a slightly improved old product. The company did make an in¬ 
vestment into a couple of the new products. Although two failed to 
make much of an impact, one of the products went on to have even 
more success than the products that originally launched the growth 
of the company. 

For the networking event and similar scenarios, combine prob¬ 
abilistic thinking with the technique of considering your past ex¬ 
periences. At comparable events in the past, how many long-term 
connections did you make, and how valuable did these connections 
prove to be? A good way to assess how many connections you typ¬ 
ically make is to use the strategy of betting. Would you bet $100 
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that you would make two connections at this event? How about 
three connections? When we force ourselves to stake money on the 
outcome, our thoughts often become much clearer. 

If you have difficulty estimating the value of connections, an 
easy way to do so is to consider how much money you would accept 
to give up a particular connection. Thus, if you make an average of 
two connections at an event, and you would give up each of these 
connections for $80, then the expected probable value of an average 
event is $160. Reflect on how much time, energy, and money you 
would have to expend to attend this event, and ask yourself whether 
it’s more or less than $160. 

Some of my coaching clients experience challenges when they 
think about relationships in numerical and especially financial 
terms. There’s something about our tribal background that causes us 
to treat relationships as distinct and separate from other forms of re¬ 
sources, such as money, time, and reputation. I find such difficulties 
especially prevalent with clients from East Asia and Latin America, 
where there’s a higher emphasis on group belonging. 

However, to avoid judgment errors and avoid relying on our 
(thoroughly unreliable) gut reactions regarding relationships, we 
need to tap our intentional system instead of our autopilot system. 
Using numbers is the easiest and simplest way to do so. Work on 
de-anchoring yourself if you experience such difficulties. Recognize 
that your connections are a resource just like everything else. 

It’s especially tough to recognize the dangers of loss aversion and 
the related status quo bias when you face a decision to make a major 
change with uncertain consequences. As a result, evaluating long¬ 
term consequences and repeating scenarios is a critical tool for solv¬ 
ing loss aversion. Patricia’s career choice is a perfect example. 

When I asked her why she was so reluctant to look for a new 
position, she revealed that money was not the only or even biggest 
issue facing her. She felt comfortable in her current position; she had 
a clear and steady routine doing the same things every day. 

This is a personality trait common to many CPAs. Changing 
to a new company involves learning a whole new set of systems, 
processes, and practices, and becoming socialized into a new set of 
unwritten social norms and rules. Patricia did not look forward to 
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that. Moreover, she genuinely liked her colleagues; she had a positive 
and supportive social network in her current position. As an intro¬ 
vert, Patricia was worried about the substantial challenges she would 
experience trying to fit into a new workplace community. 

It was no wonder she felt so reluctant to launch a job search. I 
asked her to imagine her long-term future and repeating scenar¬ 
ios, another very useful debiasing strategy for addressing loss aver¬ 
sion. She had been thinking about a new job for the last couple of 
years. How would she feel if another couple of years elapsed with 
no promotion and no job search? Patricia had an immediate and 
visceral reaction of anger and frustration, and surprised herself with 
the strength of her emotions. She definitely didn’t want to be in this 
dead-end job for another two years! 

Then I asked: What is the likelihood that she would be pro¬ 
moted at her current job in the next two years? “Next to none,” 
she answered. To that I replied, “If that’s the case, why not simply 
launch the job search now, and spare yourself the trouble of waiting 
a couple more years until your anger and frustration overcome your 
reluctance to get used to new routines and figure out a way to fit into 
a new work community?” 

With that framing, Patricia’s internal resistance to finding a new 
job melted away. She soon launched a job search. In less than two 
months, she found a more desirable position. 

The last important strategy for addressing this category of cog¬ 
nitive biases involves setting a policy to guide your future self and 
organization . Regarding the coin toss, to prevent your intuition 
from leading you astray, adopt a policy of letting the data lead you, 
instead of relying on your intuitions. For each decision you face, 
envision it as a repeating pattern instead of a one-time decision: run 
the numbers, account for the role of uncertainty, and take the course 
most likely to lead to the biggest profit. Treating each choice as part 
of a broader pattern might feel counterintuitive, uncomfortable, and 
unsafe. Yet the course that feels safe in terms of avoiding losses is 
actually much more dangerous for your bottom line. 

Say you are reluctant to buy more expensive options that will 
be better for you in the long run. For example, you a small business 
owner that springs for nice furniture and decorations rather than 
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getting them from a thrift shop, or you pay a website designer to 
make your website rather than doing it yourself. If so, you can make 
a personal commitment to go for a more expensive option as your 
default strategy, thus you have to prove to yourself that it’s worth¬ 
while to go for a cheaper option. This approach might feel uncom¬ 
fortable, but remember that the literature on de-anchoring—and my 
extensive consulting and coaching experience—suggests that we all 
tend to undercorrect for our problematic predispositions. It’s much 
better to try to overshoot than to go for what feels comfortable. The 
same approach applies to setting organizational priorities. 

Loss aversion-related cognitive biases are some of the most dan¬ 
gerous ones around for protecting the bottom line of your business; 
the strategies in this chapter help protect you against them. The next 
chapter gets into attribution judgment errors, which pose massive 
threats to the health of your professional relationships. 

Exercise 

Don’t lose the benefits of driving these strategies home and figuring 
out how and where you can best apply them! To ensure you get this 
value, take a few minutes to reflect on the following questions, and 
write down your answers in your professional journal: 

(Tf How will you use delaying decision-making to fight the biases 
described in this chapter? How will you help others in your 
organization and professional network use this strategy? What 
challenges do you anticipate in implementing this strategy and 
helping others do so, and what steps will you take to overcome 
these challenges? 

S' How will you use probabilistic thinking to fight the biases 
described in this chapter? How will you help others in your 
organization and professional network use this strategy? What 
challenges do you anticipate in implementing this strategy and 
helping others do so, and what steps will you take to overcome 
these challenges? 

QT How will you use making predictions about the future to fight 
the biases described in this chapter? How will you help others 
in your organization and professional network use this strategy? 
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What challenges do you anticipate in implementing this strat¬ 
egy and helping others do so, and what steps will you take to 
overcome these challenges? 

B' How will you use considering past experiences to fight the bi¬ 
ases described in this chapter? How will you help others in your 
organization and professional network use this strategy? What 
challenges do you anticipate in implementing this strategy and 
helping others do so, and what steps will you take to overcome 
these challenges? 

QT How will you use considering the long-term future and re¬ 
peating scenarios to fight the biases described in this chapter? 
How will you help others in your organization and professional 
network use this strategy? What challenges do you anticipate in 
implementing this strategy and helping others do so, and what 
steps will you take to overcome these challenges? 

B' How will you use setting a policy for your future self and or¬ 
ganization to fight the biases described in this chapter? How 
will you help others in your organization and professional net¬ 
work use this strategy? What challenges do you anticipate in 
implementing this strategy and helping others do so, and what 
steps will you take to overcome these challenges? 
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Chapter Summary 

(■► Our brain is wired to avoid losses even if we can make larger gains 
on the whole, a dangerous judgment error called loss aversion. 

(■► Although loss aversion helped our ancestors survive and repro¬ 
duce in the savanna environment, it devastates our bottom lines 
in today’s business environment. 

(■► A particularly dangerous cognitive bias related to loss aversion is 
status quo bias, our reluctance to undertake necessary changes to 
adapt to the rapidly shifting business context of tomorrow. 

(■►Another threat that relates to loss aversion is the judgment error 
known as sunken costs, when we fail to cut our losses into proj¬ 
ects and relationships that no longer provide an adequate return 
on investment. To address dangerous judgment errors related to 
loss aversion, you can use debiasing techniques that include: 

» delaying decision-making 
» probabilistic thinking 
» making predictions about the future 
» considering past experiences 

» considering the long-term future and repeating scenarios 
» setting a policy for your future self and organization 
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